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“’,,.and I looked him straight in the eye and said, ‘NO!’ “ 


MARY: 


PEGGY: 


Boss or no boss, I just won't do it! Imagine him expecting a girl to use one 
piece of carbon paper 60 times! 

Hold on, Mary! If you weren’t new here, you’d know he’s not expecting too 
much. You see, we use nothing but Roytype Park Avenue Carbon Paper, and 
one shect can be used not just 20 times, but up to 60 times, cleanly and clearly. 


Look, here’s proof... 








This is the first copy made with a fresh sheet of 
Roytype Park Avenue Carbon Paper. 
clear, and distinct it is. 
copies will also be clean, crisp, and easy to read. 


See how sharp, 
You'll find succeeding 





Laboratory test No. 36502, issued July 18, 1943, by United States Testing Co., Inc. 
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MARY: 








Glory be! How is it possible? 

Well, Roytype Park Avenue is made by the Royal Typewriter Company. They 
have special machines that soak the ink right down into the paper fiber—deep- 
inking, they call it. Plus that, Park Avenue’s extension edge lets you reverse 
each sheet, top to bottom, so that all areas of the paper can be used. 

Isn’t it hard to get, these days? 

Not at all! It’s as easy as picking up your phone and calling your local Royal 
Typewriter Representative or Roytype dealer... Hey, where are you going? 


I’m going in and see that smart boss of mine. And, lady, I’m going to eat crow! 








Carbon Papers and Ribbons 


SK your Roytype Representative now 
A about the many different carbon 
papers in the complete Roytype* line— 
one of which will exactly fit your needs. 

Ask him, too, about Roytype ribbons. 
They’re made from a formula which 
enables the ink actually to flow through 
the fabric into the used parts—thus con- 
stantly renewing life. 


Buy on the Coupon Plan 
By purchasing your carbon paper and. rib- 
bons on the Coupon Plan, you obtain the 
following advantages: 
1. You save money due to the discount al- 
lowed. 
2. You can redeem the coupons as you need 
fresh supplies of carbon paper and ribbons. 
3. You do not have to keep excess stock on 
hand. 





. ROYTYPE 7 


Carbon Papers and Ribbons 
made by the 


ROYAL 


TYPEWRITER COMPANY 








g *Trade-mark Registered U. S. Pat. Off. 





Copr. 1944, Royal Typewriter Company, Inc 














DATES AHEAD 


All dates are listed as scheduled at time 
of publication of this issue. Subsequent 
changes may be made. 


Meeting Dates of Controls 


December 

December 5—Buffalo, Chattanooga, 
Twin Cities 

December 6—Bridgeport 

December 7—Dayton, Philadelphia, 
Quad-Cities 

December 11—Kansas City 

December 12—Cincinnati, Cleveland, 
Milwaukee 

December 13—Baltimore, Boston (Spe- 
cial Meeting), Indianapolis 

December 14—Hartford, New York 
City, Toledo 

| December 15—Chicago, Portland 

| December 18—Pittsburgh 

December 19—Boston, Dallas, District 
of Columbia, Houston, Springfield, 
Syracuse 

December 21—Los Angeles, San Fran- 
cisco 

December 26—Atlanta, Detroit, St. 
Louis 


December 27—Louisville, Rochester, 


Western Michigan 
December 28—Seattle 


Note: Birmingham and New Orleans meet- 
ing dates in December to be announced. 


January 
2—Chattanooga, Twin Cities 
3—Bridgeport 
4—Philadelphia, Quad-Cities 

January 8—Kansas City 


| January 9—Boston, Buffalo, 
nati, Milwaukee 


January 10—Baltimore 


| January 11—Dayton, Hartford, New 
York City, Toledo 


January 15—Pittsburgh 


January 16—Cleveland, Dallas, Spring- 
field, Syracuse 

January 18—Los Angeles, San Francisco 

January 19—Portland 

January 23—Atlanta, Chicago, District 
of Columbia, Houston, St. Louis 

January 24—Indianapolis, Western 
Michigan 

January 25—Seattle 

| January 30—Detroit 

| January 31—Louisville, Rochester 


January 
| January 
January 


Cincin- 


_ Note: Birmingham and New Orleans meet 
ing dates in January to be annourced, 
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LEcdttortal Comment 


Controllership Foundation, Product of Long-Range Plan- 
ning 
HE Controllers Institute of America is making an 
important announcement this month, to its mem- 
bers and to the business public, concerning formation 
of the Controllership Foundation, Inc. 

This entity has been created for the purpose of ad- 
ministering funds—received in the form of endow- 
ments, contributions for specific projects, and gifts— 
for the conducting of researches and special investiga- 
tions, and the publishing of reports. It is intended to 
complement the work which is being done by the Con- 
trollers Institute of America. It will be under the di- 
rection of a Board of Trustees, fifteen in number. 

In a report dated August 21, 1944, made by a Special 
Committee on Controllership Foundation of the Con- 
trollers Institute of America, of which Daniel J. Hen- 
nessy, a former president of The Institute, is chairman, 
it was recommended that a Controllership Foundation 
be set up, ‘for the furtherance of research in the sci- 
ence of controllership and modern corporate business, 
and for advancement of the profession of controller- 
ship and the good of mankind.” The recommendation 
was approved by the Board of Directors of the Con- 
trollers Institute of America, details were perfected, 
and the Controllership Foundation was incorporated. 
The incorporation papers were approved by the Su- 
preme Court of the State New York on November 
29, 1944. 

In its report recommending creation of the Control- 
lership Foundation, the special committee presented 
this Preamble, which was approved: 

“The Controllers Institute of America, Incorpo- 
rated, has contemplated its prospects for usefulness to 
the Profession of Controllership, to American Business 
and to Mankind, together with its probable resources 
of men and money; guided by the experience of years 
characterized by profound changes in economics, taxa- 
tion, accountancy, industry, governmental organiza- 
tion and business science; assisted by many expressed 
opinions of members of The Institute and friends, and 
encouraged by commendations and offers of gifts and 
endowment; and being fully aware of the vast oppor- 
tunities for service which are offered, expresses a gen- 
eral policy and plan for the immediate future in the 
following manner:” 
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The report then made detailed recommendations as 
to policies, sources of endowments, the general plan of 
activities, the selection of projects, and the control of 
publications. In describing the general plan of activi- 
ties, the report said, in part: 

“The Controllership Foundation recognizes the re- 
sponsibility of Leadership placed upon it as set forth 
in the charter of the Controllers Institute of America 
as its Purposes and Ideals. 

“The Foundation will concern itself with economic 
and governmental as well as the technical aspects of 
Controllership problems of wide interest. Activities 
which have as their main objectives the advancement 
of the Profession of Controllership, whether by te- 
search or other means, will be given preference.” 

The incorporators of the Foundation are: Cecil W. 
Borton, Irving Trust Company; Stanley W. Duhig, 
Shell Union Oil Corporation; Daniel J. Hennessy, Long 
Island Lighting Company; William R. Little, The Eve- 
ning Star Newspaper Company; C. Ellis Spencer, 
Crompton & Knowles Loom Works, and Arthur R. 
Tucker, Controllers Institute of America. 

The importance of the formation of this Controller- 
ship Foundation is self-evident. It marks the beginning 
of a new era in the solution of many far-reaching prob- 
lems in business administration, economics, and con- 
trollership. The Controllership Foundation promises 
to be immeasurably useful. Its work, in conjunction 
with the program which is being carried out so suc- 
cessfully by the Controllers Institute of America and 
its 2,500 members, should produce material of great 
value to American business. 


What Year's End Means to Controllers 


“ the end of the third year at hand of the 
United States’ formal participation in the war, 
controllers are appraising the situation in which their 
companies find themselves, reviewing the year’s hap- 
penings and activities, and applying themselves to the 
task of trying to pose the problems which are likely to 
be the first to demand attention in the new year. It is 
not only the routine year-end tasks which confront con- 
trollers these days; the special work which war entails 
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all but overshadows the regular but none-the-less im- 
portant and necessary procedures which are presented 
at the close of the calendar year. 


A Deplorable Situation and a Remedy 


HE early months of the new year will find control- 

lers struggling to keep up with a program of re- 
port making to federal, state, and local governmental 
agencies, which is compressed into such a short period 
that the compiling of the numerous reports has become 
areal burden. Many complaints have been made by 
controllers concerning the concentration in a few 
weeks of literally scores of reports to governmental 
and state bureaus and commissions. Each agency which 
has the power to require financial and other reports 
from business concerns, acts independently and sets its 
own time limits and dates for receipt of the reports. 
Each one also has its own ideas as to the form of the 
reports needed. 

This deplorable situation can at least be ameliorated, 
if not corrected, as has been pointed out many times, 
by reducing the demands of the governmental and 
other agencies for financial statements and reports to a 
uniform basis, so that one set of figures and facts could 
serve many if not all of them. Another remedy which 
would ease the burden on controllers would be to 
spread out the reporting dates over several months. 

The agencies themselves cannot be expected to take 
the initiative to bring about these changes. Business 
itself must make the move, and it would appear that 
controllers, as the ones on whom the burden falls, 
should organize it. The need for improvement is 
more acute during wartime than in peace, and it would 
seem that controllers should lose no time in gathering 
data and preparing their case for presentation in the 
proper quarters. It is no small undertaking, and it is 
probable that it would require several years of hard 
work before appreciable progress could be made, but 
the rewards of success would be such that the effort 
would be well worth while. 


Who Writes Com pany Re ports? 


HE season is almost here when company pres- 

idents, board chairmen and controllers must under- 
take the writing of the text of annual reports to stock- 
holders, and incidentally to employees. These reports 
long ago ceased to be mere compilations of figures. 
The interpretation of the figures so that even the sim- 
plest minded may comprehend their significance has 
become the fashion, and a good one, too. 

But it is a real job to write so that all who read may 
understand, and it is not necessary to add much to that 
statement to make it clear who generally provides the 
gteater part of the text for these annual messages, 
usually anonymously. For who is better equipped to 
interpret the figures than the controller? 

Here is one occasion when the president or board 
chairman must appear on the stage, so to speak, through 
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the medium of the printed word, and present a mes- 
sage to the world. That message must be clear and 
illuminating. It must, above all, be stated simply. It 
must be comprehensive, and it must present a clear pic- 
ture of company operations and their results. It must 
be written by someone who knows his subject thor- 
oughly. Flowery words and circumlocution have no 
place in this message. 

Fortunate indeed is the company president who has 
the gift of self-expression in writing. His task is sim- 
plified. Obtain the facts from the controller and set 
them forth concisely. 

If the company president has not the gift of self- 
expression in writing, and acknowledges that lack to 
himself, the situation becomes complicated. Someone 
must be found to write the message. Anyone around 
the premises may be drafted; maybe even the control- 
ler, who provides the facts that are to be set forth. Per- 
haps the controller, too, finds himself lacking the 
knack of putting his interpretation of the figure facts 
into acceptable textual form. Under those conditions 
he would not be drafted. 

Companies which have public relations departments 
have no trouble at all in handling this chore. Public 
relations departments are accustomed to ghost writing, 
and can turn out an acceptable text on short notice— 
but again based on information supplied by the con- 
troller. It is suggested in all seriousness that the prod- 
uct of public relations departments, however, be 
scanned carefully to be sure that the real purpose of 
annual reports has not been overlooked, and that too 
much emphasis has not been put on the morale build- 
ing idea by too profuse use of graphs and charts. Share- 
holders and employees do not need to be propagan- 
dized or coddled. They want the facts, stated baldly 
and without trimming. 

The public has been educated to look for these an- 
nual reports with keen anticipation. They are a part of 
the American scene which fortunately has not been 
regimented, except for certain basic requirementss They 
make good reading, besides presenting timely, useful 
information. They give a picture of the advancement 
of the arts which in itself constitutes historical ma- 
terial. It is no wonder that presidential report writing 
time is a serious period in any company. 

All of this is entirely apart from the technical con- 
siderations as to how the figures shall be presented, 
and what they should include. The controller can 
settle these matters. His main concern will be to see 
that the figures are correct and complete, and that they 
disclose fully the operations and condition of the com- 
pany. No one outside of the company would normally 
be in a position to do this as well as the controller, 
Whether the controller's name is to appear is a matter 
of company policy. Some companies ask him to attach 
his name to the financial statements, while the pres- 
ident signs the report itself. More and more control- 
lers’ signatures to financial reports are appearing, year 
by year. It is a trend which is worthy of notice. 

A. Bick. 









The controller’s job has several items in 
it, and the standards of performance in 
these various aspects of the job are all 
different. 

First, the controller is the head of an 
operating department performing certain 
more or less routine and recurring opera- 
tions—paying bills, making out payrolls, 
recording expenses and the like. Some of 
these involve operation of complicated 
machines, some involve only accurate 
copying of figures from one paper to an- 
other, some involve a high degree of 
careful and intelligent planning. These 
operating functions include everything 
from paying last month’s telephone bill 
to paying last year’s income tax. In per- 
forming these operating duties, top man- 
agement expects the same thing from the 
controller as from the heads of other op- 
erating departments—that the work be 
accurately done, on time and at the least 
possible expense. 

Second, the controller is the watch dog 
of the corporation’s treasury. To him is 
assigned the duty of seeing that all fiscal 
transactions of the company are in ac- 
cordance with policies established by the 
Board of Directors or top management. 
He sees that proper approvals are on 
documents calling for expenditures, that 
funds are adequately safeguarded, that 
adequate reserves are established, that 
rules concerning wage rates, expense ac- 
counts, materials, purchases and all of the 
factors affecting receipts and expenditures 
are consistently followed. In the perform- 
ance of these functions, top management 
relies entirely on the controller—the only 
further check being the work done by the 
public accountants. 

Third, the controller is a source of in- 
formation to guide both top and depart- 
mental management. In this capacity, the 
controller prepares statements of costs, 
analyses of revenues, reports of inven- 
tories, turn-over rates, figures covering 
the multitudinous activities of the cor- 
poration. Top management expects that 
these statements will be accurate, timely 
and in a form which is helpful and un- 
derstandable to the managers who re- 
ceive and use them. 

Fourth, the controller has now a new 
‘duty arising from the war, that of re- 
negotiator of government contracts. This 
is quite different from the ordinary ren- 
dering of invoices, for the element of 
time is so important. The American way 
of doing business can, in time, adjust 


Top Management's View of 
The Controller 


By Robert L. Minckler 


itself to almost any conceivable set of rea- 
sonable rules and laws, but until govern- 
ment contracts are finally renegotiated, 
business operates in a fog of uncertainty. 
It is important that this renegotiatiori 
function be swiftly performed. You knot 
the story of the colored sergeant in the 
last war who was bossing the job of lay- 
ing barbed wire in No-Man’s Land and 
who didn’t expect to see Alabama for an- 
other eight years and six months. He 
figured it would take six months to whip 
the Germans and eight years to roll up 
the barbed wire. Let us hope the barbed 
wire in this war will be rolled up with 
more speed than that. 

Fifth, the controller is the reporter of 
results of operations to the stockholders. 
As such he prepares the balance sheet and 
income statements. Top management ex- 
pects that these reports will be in accord- 
ance with sound principles of accounting 
procedure and that something compli- 
mentary be said about the management. 

Sixth, it is becoming increasingly 
popular to present an annual report of 
Operations of the company to the em- 
ployees. This is a new joint duty of the 
controller’s and the Industrial Relations 
Departments. In these reports, facts of 
particular importance to employees are 
taken from the books of account. Top 
management expects that these reports be 
accurate and presented in interesting and 
understandable form. 


CONTROLLER'S OPPORTUNITY 

All of the things I have been discuss- 
ing have developed over rather long pe- 
riods, the procedures have become pretty 
well established, the standards of per- 
formance are fairly well known. Top 
management can not pretend to tell the 
controller how to do these things—it can 
only be sure that it is getting them all. 

I want to now talk about a new job for 
the controller—something that you per- 
haps have not thought of, but which in 


my opinion offers an opportunity to make 
a real contribution to the welfare of 
American business. 

At the end of this war, we face a criti- 
il problem of great magnitude—our re- 
conversion of our business machinery 
from war to peace production, the re-em- 
~loyment of millions of returning vet- 

4s, large shifts in population, at least 
cemporary unemployment, price prob- 
lems, inventory problems, problems of all 
sorts. 

The answers to these problems, of 
course, is maintenance of full production 
and distribution of goods and services. 
People will want an abundance of the 
products of labor and resources. Will 
there be that abundance and will people 
be able to secure what they want? 

First, will we be able to produce this 
desirable abundance? We will unques- 
tionably have plenty of capacity in ma- 
chinery, tools and distribution facilities. 
We will unquestionably have plenty of 
skilled manpower. We will have plenty 
of raw materials and natural resources. 
We will unquestionably have a tremen- 
dous volume of unsatisfied wants on the 
part of the consuming public. 

How about our industrial manage- 
ment? Is it so organized that it can use 
these machines, labor and raw materials 
to make and distribute the products that 
the public wants? I think the answer is 
“Yes.” The record of business manage- 
ment in this war is little short of miracu- 
lous. You may be sure that the phenome- 
nal record of production in this country 
is not the result of political organization 
or of the actions of politicians. 

I was a “Washington bureaucrat” for 
a year and a half, and I saw enough in 
Washington to realize this important fact. 
The politicians who made a good record 
of industry management were those who 
were wise enough to delegate the job to 
people from industry who had the know- 


(Please turn to page 542) 








CHECK LIST FOR CONTROLLERS 


In this paper, delivered at the Los Angeles Control’s meeting on 
June 8, Mr. Minckler discusses the various aspects of a controller's 
responsibility. The author, who is assistant to the president, General 
Petroleum Corporation, provides a vantage-point from which con- 
trollers may see themselves as others see them. In addition, he points 
to some new horizons for postwar controllership. 


—THE EDITOR 
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In a recent cost-reduction meeting, the 
president of a fifteen million dollar com- 
pany turned to his controller: “Jim, I 
think we spend too much money for ac- 
counting. We go into endless detail. 
Everything is figured out to the last 
decimal place. I wish you would see what 
can be eliminated so we can cut down 
clerical expense.” 

This led to a thorough investigation of 
accounting activities. An impartial anal- 
ysis revealed that accounting costs were 
not excessive. Yet the president and every 
major non-accounting executive felt the 
accounting was too detailed and not 
worth the money being spent for it. 

The reason for dissatisfaction soon be- 
came obvious. The management control 
reports were inadequate for the needs of 
the president and other executives. These 
accounting reports were good from a 
fmancial accounting standpoint. But they 
did not summarize results so as to give 
operating executives information they 
needed. 

The solution was revised accounting 
statements, based on a review of the 
needs of each executive for control in- 
formation supplied from an operating 
viewpoint. 

These revised reports were enthusias- 
tically received by operating executives. 
The controller, who previously had been 
consulted almost exclusively on account- 
ing and financial matters, found that he 
could contribute much more to policy 
and operating decisions having no rela- 
tion to accounting or finances. The presi- 
dent said, ‘Now our Controller's De- 
partment is really paying dividends.” 

This case is not uncommon. The need 
for such an approach is present in most 
companies, whether they have a sales vol- 
ume of half a million or half a billion. 
Most presidents and operating executives 
are not skilled in accounting. They do 
not know the mechanics of debits and 
credits. There is no real reason why they 
should. Neither can they explain pre- 
cisely what kind of reports they want. It 
should be the controller’s responsibility 
to visualize their operating problems and 
develop management control informa- 
tion to meet those needs. 

Recently several controllers were dis- 
cussing this point. All believed the con- 
troller’s job had gained substantially in 
stature during the past fifteen years. But 
they also agreed that the development 
and refinement of the most useful man- 
agement control, information for operat- 


Dividends from the Contzroller's 


Department 


By Frank Wallace 


ing executives, had not kept pace with 
other phases of the controller's progress. 

Governmental regulations have tended 
to divert attention from the need for op- 
erating control information. Consider the 
developments of the past fifteen years. 
Income tax rates increased to the point 
that made a detailed knowledge of com- 
plicated tax regulations imperative. Social 
security taxes brought new regulations 
that required interpretation and applica- 
tion by the controller's department. 
S. E. C. regulations and the public ac- 
counting profession’s refinement of au- 
diting and accounting principles have 
focused attention on financial accounting. 
Add to these: wage and hour regulations, 
the Robinson-Patman Act, capital stock 
declarations, sales tax reports, endless 
governmental questionnaires, wage and 
salary stabilization, contract termination 
and renegotiation. 

It is small wonder the controller has 
grown in rank and prestige. He has saved 
his company many thousands of dollars 
by guiding it through the minefields of 
administrative law. But these very ac- 
tivities have proved to be booby traps by 
diverting many controllers from the 
equally important responsibility of  re- 
fining management control reports for 
operating executives. 


APPRAISING THE MANAGEMENT 
CONTROL PLAN 


Many controllers now are examining 
their departments critically to appraise 
the effectiveness of this phase of their 
work. For sound management control in- 
formation is essential to the company 
stripping for action in post-war compe- 
tition. 

But how can a controller appraise his 
company’s control plan? His department 
is a service department to provide and in- 
terpret management control information. 
Therefore, he might examine the attitude 


of recipients of this service—the presi- 
dent and operating executives, such as 
the sales manager, manufacturing vice 
president and plant superintendent. How- 
ever, few presidents and operating execu- 
tives know precisely what kind of reports 
they want—or can use most effectively. 
Consequently, they often are more vocal 
than specific in their criticism of reports. 
The controller is thus condemned with 
no bill of particulars. 

Let’s look at some actual complaints 
presidents and operating executives have 
made when they were not “sold” on ac- 
counting statements: 


“Our accounting reports show us the 
major trends, but they don’t help us much 
in. the detailed management of our com- 
pany.” 

“I’m not an accountant so I don’t pay 
much attention to the details of these 
statements.” 

“I don’t understand those debits and 
credits. They confuse me.” 

“Our accountants go into too much de- 
tail. They figure everything out to the last 
penny but can’t see the forest for the 
trees.” 

“By the time we get our statements 
they are ancient history.” 

“Whenever I investigate an increase in 
the expense of my department, I usually 
find it’s because of some allocation I can’t 
do anything about, so I’ve just quit pay- 
ing much attention to the statements.” 

“We get variations up one month and 
down the next month. Our accountants 
say it’s due to inventory adjustments. The 
bookkeeping is necessary for income tax 
purposes, but it doesn’t help us control 
costs.” 


Such attitudes usually indicate execu- 
tives are not getting the right kind of 
management control information, even 
though the reports may be technically 
perfect. As a matter of fact, in all of 
these cases the reports were accurate and 





ing firm. 





OPPORTUNITY FOR CONTROLLERS 


Streamlining management control reports and increasing the con- 
troller’s effectiveness and standing in his company is the theme of 
this paper. Mr. Wallace, a member of McKinsey& Company, Manage- 
ment Consultants, New York, specializes in management controls and 
organization. Prior to joining McKinsey & Company a number of 
years ago, he was associated as a C. P. A. with a large public account- 
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sound from a financial accounting stand- 
point. They were inadequate only because 
the figures were not analyzed and sum- 
marized in a way that operating execu- 
tives could understand them clearly 
enough to be able to take effective action. 


PROGRAM FOR DIVIDENDS 


If a controller decides it is profitable 
to review his management control plan, 
here’s a suggested program. This outline 
necessarily is general and must be modi- 
fied and made more detailed to meet spe- 
cific circumstances. 

A capable man should be selected from 
the controller's department to spend full 
time on the project. He should have a 
personality that appeals to operating ex- 
ecutives, an analytical mind, and plenty 
of initiative and imagination. He should 
be a good accountant. And it would be 
preferable for him to have had some ex- 
perience with both sales and manufac- 
turing activities so he will understand the 
problems and viewpoints of these execu- 
tives. 

The man assigned should follow a pro- 
gram of this general character: 


First Step 

Determine what the organization struc- 
ture of the company is. Perhaps the as- 
signments of duties and responsibilities 
will be clearly indicated by an organiza- 
tion chart or even an organization guide. 
Perhaps the assistant will have to develop 
such information himself. 

In any event, determining the organi- 
zation plan of the business is important. 
Sound management control reports can- 
not be developed unless responsibility 
for various elements of income and costs 
is assigned clearly by organization units. 

In some cases, solution to a manage- 
ment control problem is hopeless with- 
out first solving an organization problem. 
In one case there was widespread dissatis- 
faction with management control reports. 
A mid-western company, with several 
plants, a hundred products and sales of 
over $50,000,000. had product specialists 
in the sales department who had net 
profit responsibility for their products. 
Consequently, they had responsibility for 
manufacturing costs without direct au- 
thority over manufacturing. The resulting 
cross-currents caused confusion, inde- 
cision and frustration. A sound manage- 
ment control plan was impossible under 
such an organization plan. Analysis of 
the management control problem focused 
attention on this organization difficulty 
and the company realigned duties and 
responsibilities from top to bottom. De- 
velopment of sound management controls 
then was relatively easy. 


Second Step 
Check present accounting reports 
against the organization plan. Do all 





executives receive reports who need them 
to control their operations? Does it ap- 
pear that the reports executives receive 
actually cover the activities for which they 
are responsible and over which they have 
control? In other words, do the account- 
ing reports square with the organization 
plan? 


Third Step 


Talk with each operating executive 
about the accounting reports he receives. 
In many cases it will be advisable to go 
all the way down to the foreman level in 
manufacturing, to a few typical salesmen 
in the sales department, and to depart- 
ment managers in retailing concerns. 

Find out what each thinks about the re- 
ports, realizing that his lack of account- 
ing training may give rise to some tech- 
nically absurd but nevertheless valuable 
observations. Discuss all phases of his 
operations. Find out what things can hap- 
pen to get costs out of line or otherwise 
affect net profits. Consider the advisabil- 
ity of isolating these variables in the ac- 
counts so that the operating executive can 
follow them. 

For example, in one plant make-up al- 
lowances to operators were significant 
controllable costs, but they were buried 
with other costs and escaped attention. 
Consequently, these allowances often got 
out of line through poor planning and 
no one knew it. In another case, a branch 
sales office was spending a large part of 
its effort promoting low margin items, 
but sales and gross margin analyses were 
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not made in a way to bring this to the 
attention of sales executives. 

Review the yardsticks for measuring 
performance. Does each supervisor and 
his superior have a practical means for 
determining how good a job is being 
done? 

After this analysis at the lower levels, 
examine the statements given to the pres- 
ident. Do they clearly summarize opera- 
tions of each major department by units 
of responsibility? Do the reports tell the 
president what is out of line and in which 
department? Only if he knows what peo- 
ple can take action can he give instruc- 
tions or make suggestions to effect im- 
provements. 


Fourth Step 

After this review, reach final conclu- 
sions and determine what, if anything, 
should be done. In many cases only a re- 
alignment of statements may be required. 
In a few, a major overhaul may be ad- 
visable. 

No detailed suggestions can be made 
for reaching these conclusions and devel- 
oping the program. The prime requisite 
is good judgment based on a realistic 
appraisal of the problem of operat- 
ing executives, tempered by the practical 
limits of economical accounting. 

With more intense competition, good 
management control information assumes 
greater importance. This provides op- 
portunity for the controller to contribute 
much toward his company’s success. He 
can pay real “dividends” from his depart- 
ment. 


Most of Postwar Housing to Come from 
Private Industry, Study Finds 


“Government and private enterprise will 
have to work together to do the job of pro- 
viding the millions of houses that America 
will need in the years following the war,” 
Thomas R. Carskadon declares in a 32-page 
pamphlet, Houses for Tomorrow, published by 
the Public Affairs Committee, Inc., of New 
York. 

The great bulk of the houses will come from 
private industry, according to Mr. Carskadon, 
but public housing will have to fill the gap 
caused by the inability of private enterprise 
to provide adequate housing at prices low 
enough to reach the lowest income groups of 
the population. 

This means a continuation of the kind of 
help made available through the U. S. Housing 
Authority and carried on today by the Federal 
Public Housing Authority. While some real- 
estate and other groups have opposed this ap- 
proach, the pamphlet points out that in actual 
practice private housing interests and govern- 
ment agencies often have worked well together. 

The pamphlet, based on a recent study made 
by the Twentieth Century Fund’s Housing 
Committee, emphasizes that Committee’s rec- 
ommendations that ‘“‘public activity be de- 
signed so far as possible to the end of reduced 
costs and more efficient forms of industrial 
operation.” 

It urges that the division of the total effort 
between public and private activity be de- 
termined, not on doctrinaire grounds, but on 





the basis of the most practicable means of do- 
ing the job, and that measures for direct aid 
to housing be closely coordinated with, and as 
far as possible act as a stimulant to, the efforts 
of privaté enterprise. 

Further recommendations on public housing 
made by the Twentieth Century Fund’s Hous- 
ing Committee are: 

(1) that the subsidy be made a certain part 
of the monthly rent, instead of part of the total 
cost of construction, so that both the subsidy 
and its purpose may be plainly visible; 

(2) that there be a sliding scale, within cet- 
tain outside limits, whereby the amount of 
rent in a public housing project would be a 
certain proportion of the tenant’s income; 

and (3) that, in cases where turning out 
families and tearing down houses work undue 
hardship, there be more flexibility in the slum 
clearance regulations connected with federal 
housing projects. 

In addition to surveying the role of public 
housing, the pamphlet covers such matters as 
the amount of building that will need to be 
done after the war, the number of jobs that 
will be created, and the changes that must be 
made in the housebuilding industry, in trade 
union practices, and in selling and financing 
methéds if our housing needs are to be met. 
Mr. Carskadon concludes that these needs can 
only be met by “abandoning the great and 
heavy tradition of housing as a localized, feeble 
enterprise with a limited market.” 











) the 


uring 

and 
s for 
eing 


-vels, 
pres- 
pera- 
units 
1 the 
thich 
peo- 
truc- 

im- 


aclu- 
ing, 
a re- 
ired. 


ad- 


nade 
vel- 
isite 
listic 
erat- 
tical 


ood 
mes 


aid 
d as 
Forts 
sing 
ous- 
part 


otal 
sidy 











The Controller's Opportunity 
in Stockholder Reports 


This opportunity to discuss stockholder 
annual reports with controllers is par- 
ticularly welcomed, because in all of my 
previous discussions, directed to top ex- 
ecutives and public relations directors, I 
always have advocated a close coopera- 
tion between the controller and the ad- 
vertising director in the preparation and 
production of their company’s annual re- 
port. 

Being a magazine editor, I do not pre- 
sume to speak for management. But in 
analyzing the annual reports of thou- 
sands of corporations during the past 
eighteen years, trying to fathom the mys- 
teries of condensed balance sheets and 
getting lost in a maze of countless foot- 
notes, I do feel qualified to speak for 
the readers of your reports—the stock- 
holders. 

It was some years before my time that 
“Financial Weld” started a crusade on 
the behalf of investors for more complete 
annual reports. But even I can remember 
the influx of ‘‘card index” statements that 
used to come in each spring, as well as 
the mass of letters from readers that fol- 
lowed, asking for some sort of an inter- 
pretation of the “evaporated” balance 
sheets. There were not many profit and 
loss statements published then, and some 
managements even looked with horror 
upon the idea of revealing per share earn- 
ings. We used to figure them out by find- 
ing the difference in surplus in the two 
latest years, adding the amount paid in 
dividends and dividing by the number of 
shares. 

But we have come a long way since 
those early days of closed corporations 
and hidden assets. The enactment of state 
blue sky laws, the increasingly stringent 
requirements for listing on the stock ex- 
changes and finally the establishment of 
the SEC were influences. But, I am happy 
to say, it was a more enlightened man- 
agement in many American corporations 
that started the ball rolling toward more 
complete annual reports. When the big 
leaders set the pace with the publication 
of detailed balance sheets and profit and 
loss accounts, and started giving an ex- 
planation of the figures, a good many 
smaller companies joined the parade. 

It was not until ten years ago that I 
became conscious of any effort on the 
part of management to produce an attrac- 
tive and interesting annual report to 
shareholders. That was in 1934 in the 
depths of a depression. The year follow- 
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ing in my talks to company presidents, 
treasurers and controllers, I talked about 
the need for improving annual reports, 
but economy was the rule and my sug- 
gestions were not taken seriously. 

But each year thereafter there was 
enough improvement shown to encourage 
me to make a sampling survey to find 
out what percentage of the reports had 
taken a turn for the better. Like some of 
the other researchers who have been mak- 
ing surveys of stockholder reports, I 
have continued to expand my studies each 
year. And last spring I reviewed over two 
thousand annual reports, probably the 
most extensive survey ever undertaken. 
The effort involved was well rewarded. 
The percentage of annual reports show- 
ing improvement continued to show an 
increase over the percentage that had re- 
mained unchanged, despite the fact that 
1943 was a war year. 

You may assume that I am impressed 
by colorful brochures, illustrated with 
dramatic photographs and enlivened with 
smart graphics—those rows of tiny sil- 
houettes which are intended to corral the 
elusive statistic. Perhaps I am, but so are 
your stockholders. 


Eve APPEAL’S VALUE 


Most of us warm up to an attractive 
piece of printed matter, because we feel 
that we can grasp the ideas presented 
more quickly and with greater under- 
standing. An interesting annual report 
tends to win our confidence, our respect 
and our support. But ask us to wade 
through a maze of small type and a mo- 
notonous pattern of figures to find the 
information we seek, and you will find 
that we become indifferent, suspicious, 
and even antagonistic. 

Now, please do not misunderstand me. 
I do not advocate that any annual report 


be transformed into a miniature copy of 
“Life” magazine. Nor would I recom- 
mend that all tabulations be turned into 
charts or made to look like comic strips. 

It is not the purpose of any stockholder 
report to amuse or entertain its readers. 
Its purpose is to present all the informa- 
tion to which the true owners of the cor- 
poration are entitled—but the facts can 
be presented in a form that will attract 
and interest all classes of stockholders, 
from the busy bankers to the winsome 
widow. This is management’s opportu- 
nity in its annual reports. 

As a result of the ratios shown in my 
surveys of stockholder reports, I can say 
that three-quarters of America’s corpora- 
tions still are behind the times in han- 
dling their annual reports. You will ap- 
preciate the truth of this statement when 
you compare the limited progress made 
in annual reports with the brilliant 
achievements that have been shown in 
manufacturing, production, advertising 
and merchandising techniques. 

But I will present the statistics in an- 
other way. I will say that today one- 
quarter of America’s corporations are 
recognizing the real opportunity afforded 
in attractive annual reports. Of the 1943 
reports surveyed, 25 per cent. qualified as 
“Modern.” Two years ago only 10 per 
cent. achieved this degree of excellence. 
As recently as 1939 the best reports 
represented only 5 per cent. of the total. 

There probably are a number of ex- 
planations for the broad improvement in 
stockholder reports in the past five years. 
But first and foremost is the recent recog- 
nition of the importance of a policy of 
constructive stockholder public relations. 
The ultra-conservative opinion that stock- 
holders would remain satisfied like a lot 
of contented cows, as long as adequate 
dividends were maintained, has turned 
out to be another popular fallacy. Partic- 





| each year. 





“C"_WORTHY ANNUAL REPORTS 


In this survey of the course charted by many corporations in the 
presentation of their annual reports during the past decade, Mr. 
Smith brings out seven qualifications that the producers of an annual | 
report should use as landmarks. The author, who presented this 
paper at the October 10 meeting of the Bridgeport Control, is vice- | 
president and business editor of “Financial World,’’ New York, and | 
| originated the survey of stockholder annual reports which he directs 


—THE EDITOR | 











526 


ularly as some of the “moos” “have 
turned into “boos!” 

In tracing the improvement that has 
been shown in a number of annual re- 
ports, it is interesting that the turn for 
the better usually came when the president 
of the company decided to take the entire 
responsibility for the preparation of the 
annual report away from the accounting 
department. The job of assembling the 
stockholder report is the controller's re- 
sponsibility in most corporations, and he 
performs his task well. He has a high ap- 
preciation of cents, however, but seldom 
artistic sense. 

You know and I know that the reason 
why so many companies continue to 
publish their annual reports in exactly 
the same format year after year is because 
the executive in charge has enough to do 
in balancing the books. And after the 
rush at the year-end, it is not surprising 
that he gathers up the final figures, to- 
gether with the auditors’ affidavit and the 
president’s comments, and ships the ma- 
terial off to the printer with a copy of the 
previous year’s pamphlet, marked ‘“‘style.” 

No one blames the controller for the 
dull and uninteresting annual reports. 
His responsibility ends when the books 


are balanced, and the auditors have regis- 
tered their approval. And this is a man- 
size job in itself, as the majority of you 
will agree. 


ADVANCE PLANNING 


But let us see what happens in a cor- 
poration which is taking advantage of its 
opportunity in stockholder annual te- 
ports. The controller no longer ships the 
final figures direct to the printer at the 
last. moment. Instead he has been shar- 
ing the responsibility for getting out the 
report with another executive of the cor- 
poration who is handling its production 
—in larger corporations this is often the 
vice president in charge of public rela- 
tions, or he may be the executive in 
charge of advertising and merchandising. 
In smaller companies, the advertising di- 
rector or even some member of the ad- 
vertising department is selected to handle 
the production of the pamphlet report. 

But no matter who is chosen to coop- 
erate with the controller, it is he who 
prepares months in advance for this an- 
nual job. Instead of waiting until the last 
moment, when it is too late to arrange 
for the production of an attractive bro- 
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chure, the public relations or advertising 
department is ready with a completed 
layout and format—and all that is neces- 
sary is to drop the figures in on their 
proper pages. 

Thus, the preparation of the stock. 
holder annual report becomes a continu- 
ing process throughout the year, rather 
than a year-end “rush” proposition. And 
most of the progressive managements 
have achieved excellence in their reports 
simply by a gradual accumulation of in- 
formation, statistics and illustrations dur- 
ing the several months prior to the date 
that the report is scheduled for publica- 
tion. 

Of course, it also is possible to publish 
an attractive annual report by employing 
the services of an outside public relations 
firm or by utilizing the talent of an ad- 
vertising agency. But, whatever course is 
pursued, let me repeat: If you want to 
produce a merit-winning annual report, 
one that will arouse the interest of the 
stockholders, the accounting department 
cannot be expected to do the job at the 
last moment. 

If your corporation employs no public 
relations director, or other executive who 
is public-relations minded, it is apparent 


TYPICAL ILLUSTRATIONS FROM RECENT CORPORATE ANNUAL REPORTS (Courtesy “Financial World” ) 
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that the best team for planning and pro- 
ducing a modern annual report will com- 
bine the treasurer, the controller and the 
advertising director. And with the aid of 
their respective. departments, plus the 
counsel of the auditors and the account 
executive at their advertising agency, the 
resulting annual report should achieve a 
high degree of excellence from the stand- 
point of content, typography and format. 
Sometimes I am asked, ““What are the 
advantages of an attractive annual re- 
port?” Many of you know the answer to 
this question, but for the benefit of those 
who do not I would like to make this 
brief statement: A modernized annual re- 
port can be a strong, interesting and con- 
vincing human document to weld to- 
gether for the general good of the cor- 
poration all the elements upon which it 
depends. Who are these elements? They 
ate the public (customers), stockholders 
(including prospective investors), em- 
ployees, distributors and dealers, bankers, 
newspaper editors and financial writers. 
A well handled annual report, of course, 
will build confidence in a corporation’s 
securities—it is a hedge against the day 
when earnings decline or dividends are 
reduced, and may help to prevent 
thoughtless liquidation of holdings. 


SHOULD Reports “SELL” ? 


Some of my contemporaries recom- 
mend that the annual report should do a 
job of selling the ability, integrity and 
loyalty of the management. With this I 
cannot agree. The attempt to “‘sell” a bill 
of goods often involves self-praise with 
an over-emphasis of the good and a soft- 
pedalling of the bad. Such a policy may 
produce immediate results in favorable 
publicity, but in the long run it may 
prove to be a boomerang, particularly if 
the management does not measure up to 
every one of the claims made for it. Thus, 
it is my suggestion that the annual report 
be strictly a factual document. Facts are 
the most eloquent exponent of a corpora- 
tion’s performance. Both the company’s 
achievements and its problems should be 
disclosed. The latter, however, can be in- 
terpreted and clarified from the stand- 
point of the management. And remem- 
ber, also, that an annual report is pri- 
marily a review and not a forecast. The 
stockholders want to know how the man- 
agement is preparing for the future, but 
they do not expect any executive officer 
to assume the role of a prophet. 

As controllers you will be interested in 
the latest fashions in the presentation of 
the financial statements. The publication 
of a complete, consolidated balance sheet 
for the close of a single year is no longer 
enough. More and more corporations 
now publish comparative balance sheets 
showing the changes between two years, 
and not a few are now giving the per- 
centages of increase or decrease between 
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the various figures. The same idea has 
been carried to the income account and 
profit and loss statement. Such compari- 
sons of two years’ results provide a clari- 
fied picture of the company’s progress, 
and you can be sure that the financial 
writers appreciate it. They have to dig up 
the previous year’s report to make the 
comparison, if you don’t give it. 

Another feature of modernized annual 
reports is a ten-year tabulation of sales, 
operating income, taxes, earnings and 
dividends. Such figures can also be pre- 
sented in chart form and will serve to 
show a corporation’s consistent progress 
or degree of stability in operations. Or 
they may be figured on a per share basis. 

Other statistics that are helpful, par- 
ticularly to new stockholders, are the 
changes in capitalization during the past 
decade, the retirement of funded debt 
and the trend of net working capital. 
Tabulations of the number of stockhold- 
ers and employees also are helpful, as 
are long term records of dividends. 


7-POINT CHECK LIST 


In closing I would like to give you my 
check list of the requirements for a mod- 
ernized annual report. I have coined the 
word “C-Worthy” for the report which 
meets the qualifications. Of course, I do 
not mean by this that the report should 
be built to weather the storms of crit- 
icism, or even to ride the waves of ap- 
preciation—although this is a good idea. 
My guide for checking an annual report 
is simply a list of seven words beginning 
with the letter ‘““‘C’. Here they are and in 
the order of their importance: Correct, 
Complete, Concise, Candid, Courageous, 
Characteristic and Colorful. 

What do I mean by these seven words 
as applied to stockholder reports? Let me 
explain briefly: 


1. CORRECT: Not only should the 
financial statements be accurate, but all 
information given should be in line with 
the facts. Estimates may have to be used, 
but these should be clearly labeled. 


2. COMPLETE: This is the most 
controversial qualification on the list. 
Obviously, the stockholder is entitled to 
all the information about his corporation, 
and none should be withheld unless its 
publication would impair his investment. 
No general list of topics can be set up 
for all corporations. One policy here is 
to permit the stockholders to make sug- 
gestions. This can be done by a sampling 
survey of a cross-section representation of 
your stockholder list. 

3. CONCISE: The large majority of 
your stockholders are busy people and 
want to obtain the essential facts quickly. 
In all discussions, brevity should be the 
rule, and all excess verbiage eliminated. 
Brevity can best be obtained by effective 
use-of charts, maps, graphics and other 
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illustrations to emphasize the more im- 
portant information. But brevity should 
not be carried to the financial statements. 
The stockholder no longer trusts a con- 
densed balance sheet. 

4. CANDID: Your annual report 
should reflect the honesty and sincerity of 
the management, but without saying so. 
Avoid the use of lofty language, particu- 
larly in the president’s remarks. All writ- 
ing should be in simple, straight-forward 
style to make the reader feel that he is 
being taken into the confidence of the 
management, and not “talked down to.” 

5. COURAGEOUS: The management 
should display its courage, but not by 
boasting of its achievements. The report 
is the place to defend policies which have 
been criticised, and to air both sides of 
controversial questions, thus permitting 
the stockholders to form their own opin- 
ions. Courage also may be diaghaped in 
the addition of new features, and other 
improvements in the annual report. 

6. CHARACTERISTIC: Each annual 
report should be characteristic of the in- 
dustry it represents. For instance, the re- 
port of a heavy steel manufacturer should 
not appear to come from a producer of 
hosiery or perfume. Here’s a tip. If a 
distinctive style is utilized for consumer 
advertising, it is consistent that the an- 
nual report should be in the same type 
of format. The “copy angle’ used by the 
company in its institutional advertising 
may well be employed in the report. For 
the coming crop of 1944 annual reports 
“reconversion” may provide the theme 
or “postwar planning” may be the key- 
note. 

7. COLORFUL: By this I mean a 
popular appeal. Proper use of color is de- 
sirable, but not necessary. ‘‘Color” can be 
obtained by resourcefulness, use of de- 
scriptive writing, striking illustrations, 
dramatic photographs and an attractive 
format. 


And, thus in conclusion I suggest in 
the preparation of your next annual re- 
port that you chart your course and sail © 
the seven ‘‘Cs.”” Be sure that your 1944 
stockholder report is: Correct, Complete, 
Concise, Candid, Courageous, Character- 
istic and Colorful. 


NOMA's 1944 Proceedings 


This volume of more than 170 printed pages 
of addresses, discussions and exhibits at New 
York, presents the “meat” of the National 
Office Management Association’s recent con- 
ference. The keynote was “Personnel Problems 
of the Office.” Talks on various phases of the 
subject and other related timely topics such 
as Job Evaluation, Merit Rating, Payroll 
Problems, Future Training Programs, many 
outstanding authorities, appear in full. A 
special feature of the book is a 21-page sec- 
tion with illustrations and descriptions of 
Work Saving Office Systems, Devices and 
Gadgets. The price of the book is $5.00. Order 
from W. H. Evans, Secretary-Treasurer, Na- 
tional Office Management Association, 2118 
Lincoln-Liberty Building, Philadelphia 7. 











Re-employing Returning Veterans 


In any discussion having to do with 
reinstating veterans in industry at the end 
of the war, it is important that we 
recognize certain factors having to do 
with size and scope. Generally accepted 
statistics indicate that the state of Texas, 
for example, must find places for ap- 
proximately 170,000 veterans and war 
workers in peacetime jobs if Texas in- 
dustry is to accept the responsibility for 
its share of the reemployment problem. 
The problem is made more difficult be- 
cause of the almost complete lack of as- 
sembly-line methods in Texas industry 
before the war. For the most part, manu- 
facturing aciivities were carried on by 
highly skilled men, using single-purpose 
machinery. Very little training of skilled 
craftsmen has been accomplished in the 
last twelve years and Texas cannot de- 
pend upon skilled craftsmen if it is to be- 
come an industrial state. The alternative 
is high-cost, specialized machinery, use 
of semi-skilled craftsmen or unskilled 
labor, a generous application of engineer- 
ing brains, and good management; to- 
gether with understanding, and compe- 
tent handling of labor relations problems. 

It has been estimated that not more 
than 20 per cent. of the men in the armed 
services are covered by the Selective Serv- 
ice and Training Act of 1940. Neverthe- 
less, an appreciation of industry’s legal 
obligation to these veterans is necessary. 
Under the Selective Service and Training 
Act, we are required to reinstate “other 
than temporary employees’ who return to 
the company’s service within forty days 
after receiving honorable discharge, pro- 
vided that such employees are physically 
and otherwise able to perform the work 
of the position formerly held by them, 
and provided that the employer's status 
is such as to make the employees’ rein- 
statement not impossible or unreasonable. 

Under such circumstances, the em- 
ployee must be returned to the position 
which he left or to a position similar in 
seniority status and pay. The terms used 
in this outline of legal obligations are 


briefly defined: 


(1) All white discharge forms except 385-A 
and C (Marine) indicate honorable dis- 
charge. 

(2) “Other than temporary employees” are 
those individuals who were the first to 
leave regular positions to enter the armed 
Services. 

(3) The employee must return within 40 days. 
The fact that he accepts employment from 
others for a portion of the 40 days’ period 
does not alter the position of the company, 
provided that he returns to the company 
from which he entered the armed services 
within the 40-day period. 

(4) An employee is deemed physically and 
otherwise able to perform the work of the 
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position if he is as well qualified and as 
able as he was when he left the company. 

(5) In determining the employer's ability to 
reinstate the returning veteran, inconven- 
ience to the employer is not to be confused 
with the terms impossible or unreasonable 
as used in the Selective Service and Train- 
ing Act. 

The moral obligation of industry is 
much broader than is the legal obligation. 
Only industry can re-employ the return- 
ing veteran. The job cannot be left to 
government and if industry is to survive 
under the present plan of operation, it 
must show both willingness and aptitude 
to handle the problem. In handling the 
job of reinstating veterans, industry must 
be careful not to discriminate against 
workers on the home front. The Selec- 
tive Service system was established for 
the purpose of inducting those who 
would be most useful on the fighting 
fronts and deferring those who would be 
most useful on the production front. As a 
consequence, many of our employees who 
would have much preferred going into 
the armed forces were persuaded to re- 
main at home. When returning veterans 
are reinstated, the interviewer should 
probably remind them of this Selective 
Service policy. An attitude of impartiality 
and common sense is necessary if fac- 
tionalism and strife are to be avoided. 

There are certain things that can be 
done now in order to meet the reinstate- 
ment problem. For example, we should 


a. Ascertain the probable volume of work to be 
done in each department. 

b. Estimate and list the number of people of 
each classification that will be needed in 
each department. 

c. List, in order of preference, the names of in- 
dividuals most entitled to jobs in each clas- 
sification in each department. Since there 
will be casualties, the names of individuals 
second, and perhaps third, in line should 
also be listed. 

d. Study the qualifications of the personnel of 
each department with the idea of weeding 
out inefficient personnel, especially those 
with short service. Plan to lay off such per- 
sonnel gradually in favor of returning ex- 
service employees and employees who have 


been on other authorized war-time leaves of 

absence. 

e. Study the requirements of all jobs and list 
those which could be filled by partially dis. 
abled ex-service men. Ascertain how many 
of those jobs are presently being filled by 
aged or partially disabled employees of long 
service. 

f. Bearing in mind that many transfers of per- 
sonnel must necessarily be made in order to 
find jobs for personnel returning from the 
armed services, study the qualifications of 
every employee in every department to as- 
certain what jobs they might be qualified to 
fll. List the names of individuals who 
could be transferred and the jobs they are 
qualified to fill or could readily be trained 
to fill. 

g. Develop programs to: 

1. Train supervisors in leadership technique 
so that readjustment and rehabilitation of 
ex-service men may be carried out 
smoothly and expeditiously. 

2. Train partially disabled veterans for dif- 
ferent jobs. 

3. Train ex-service men to utilize new skills 
learned in the armed services. 

4. Use Training Within Industry programs 
and facilities where needed. 

5. Educate employees to an understanding 
of the necessity for complete co-operation 
in personnel changes and transfers that 
may be required in order to place return- 
ing service men. Emphasize that, inso- 
far as it is practicable, employees who 
have acquired new skills while in the 
armed services must be given every prac- 
ticable opportunity to use these skills. 

h. Consider the desirability of retiring certain 
partially disabled or ineffective employees 
over age sixty and those who may wish to 
retire on annuities. 


What may we expect of the returning 
veteran? All will be older and probably 
mature beyond their years. Some will be 
impaired mentally, physically, and mor- 
ally and may be disillusioned, frustrated, 
bitter and morose; others will have been 
improved by having gained a_ better 
knowledge of discipline and will have 
acquired new skills. Some of our present 
supervisors will suffer by comparison 
with these men who will have been 
trained to lead others. This will mean 
supervisory training to acquaint all with 

(Please turn to page 531) 





| 


EIGHT POINTS TO CONSIDER 


To meet the problem of reinstating returning veterans, formerly 
| employed by a company, it is necessary to know not only the legal re- 
quirements, but also to anticipate the procedural steps that should 
be taken. Mr. Dailey, assistant manager of industrial relations of 
Humble Oil & Refining Company, Houston, Texas, presented an ad- 
dress on this subject at the September 26 meeting of the Houston 
Control. This summary of his views is well worth noting carefully. 


—THE EDITOR 
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Labor Relations in the Coming Era 


Are labor laws now on the books the 
kind we want to continue? Do we want 
more or less of such legislation? Do 
unions need more or less regulation? Are 
we going to make permanent and legal, 
boards to arbitrate disputes? Is arbitra- 
tion to be compulsary? Is government to 
stay in business and compete with private 
business on the present scale, should it 
be out altogether, or should it conduct 
pilot plants to set the standards of wages, 
profits, and such? What is to be done for 
the returned veterans—how far are we 
to go in protecting and helping them— 
who is to carry the load, private enter- 
prise or government tax money ? 

We are all more or less familiar with 
these tremendous problems and I think 
we are just a bit frightened at the pros- 
pects. The reason we are frightened, I 
think, is not at the magnitude of them 
or that they are not solvable, but because 
our methods of attacking such matters 
are founded upon nothing more sub- 
stantial than trial and error. In one of his 
first speeches after taking office, President 
Roosevelt said that he was going to try 
various experiments in social betterment 
and if they did not work, he would try 
others. No one can accuse him of not 
keeping his word on this score. 

On this basis you get the answer 
eventually—if you do not destroy your- 
self in the process—but it is full of 
“blood and sweat and teats.’’ Our lead- 
ets offer us just that, but I make so bold 
as to assert that it does not necessarily 
have to be. 

Now, if the trial and error method is 
such a costly affair, what other means is 
there available. Well, man has gained a 
large measure of control over the physi- 
cal world by diligently searching out and 
proving the laws that govern matter. As 
a consequence, he deals in known quan- 
tities and gets exact results. Science digs 
out the laws and engineering applies 
them. Why is it not possible to do the 
same thing with the management of man 
himself and his relations with other men. 
After all, that is what the whole business 
is about, anyway. 

The answer, of course, is that it is 
possible, is already under way, but is slow 
in getting started. Searching out the laws 
that govern man himself should have 
antidated the search for the laws of mat- 
ter, if human affairs or relationships were 
to be kept on an even keel. However, we 
do have now a science of human nature 
whereby these laws are being collected— 
t is called psychology. Engineering, hu- 
man engineering if you please, whereby 
these laws are applied, is just now mak- 
ing its appearance. : 


By Harry D. Darroch 


I have been asked to discuss this ques- 
tion of labor or industrial relations in the 
coming era and it seems so much more 
important to me to get our thinking 
down to the laws that actually govern 
our conduct than to go into the details of 
the actual plans proposed, founded 
mostly upon personal interests and opin- 
ions, that I am going to devote the time 
outlining some of the fundamentals of 
human nature and show their workings. 
On no other basis can I see any hope of 
solving these problems in a manner that 
will permit the private enterprise system 
to survive. 


HUMAN MOTIVATION 


It was some twenty years ago that I 
decided that personnel administration, as 
it was then called, needed to be founded 
upon a scientific basis, if it was to solve 
any industrial relations problems. Man- 
agement was giving in slowly to the idea 
that money should be spent on employee 
welfare. It had the feeling that it was 
just that and really had no place in an 
organization built to produce goods. 
Those that did give in, did so with the 
idea that they were alloting these funds 
to charity or with the hope that a base- 
ball team would keep the employees from 
asking for more money or better working 
conditions. It occurred to me that per- 
sonnel work would have to prove itself, 
from a dollars and cents standpoint, if it 
was to get anywhere. 

Successful management is a matter of 
control of all the factors involved, in the 
interest of the two fundamentals of or- 
ganization and cooperation. Control, or 
we might say, utilization of materials, 
equipment and finances had reached a 
high degree of perfection, and the util- 
ization of personnel would have to do 
likewise. 

If you are going to control or utilize 
people to the best advantage, you have to 
know what animates them. In this case, 
you want them to cooperate and apply 
themselves in the interest of producing 
more goods at lower cost. Cooperation is 
not a relative term like virtue or good— 


it is a definite form of human action. As 
all human action is a matter of stimulus- 
response, to get any form of desired ac- 
tion, you have to find the stimulus. So 
your whole problem revolves around the 
question of what stimulates human be- 
ings into action. 

With a little thought, it can be seen 
that man is animated by his wants. When 
you arrive at that point, you have a com- 
mon denominator for human action. Ap- 
peal to his wants and you get him to do 
what you want him to do. However, the 
catch in it is that all people seem to have 
different wants and appealing to the 
wants of one person will not necessarily 
get action from anyone but that indi- 
vidual. Believe it or not, I was some fif- 
teen years solving that conundrum. I had 
to have a common denominator that was 
present in all people. Evenually it was 
discovered. It was the difference between 
two very small words. It was the differ- 
ence between ‘‘Wants’” and ‘Needs’, de- 
fining “Needs” as that which you have 
to have to survive. On this basis, it does 
not matter what a person wants or thinks 
he wants, those are only ways he thinks 
will satisfy certain fundamental needs 
that have to be satisfied. 

Now, what are those needs? They-are 
very few and easily understood. There 
are only three that I have been able to 
identify and even if there are more, these 
three will serve for all practical purposes. 
They are: 

(1) Self-Preservation; (2) Race-Preserva- 
tion; (3) Ego Expression. 1. Self-preservation 
takes in the desire to stay alive, shelter, food, 
health, avoidance’ or protection from danger, 
safety. 2. Race-preservation takes in the sex 
drive, or reproduction, protection of the young, 
etc. 3. Thé ego urge can be defined in many 
ways but they all add up to the same thing. 
Synonyms for this drive is a desire for a feel- 
ing of superiority, importance, worthwhileness, 
achievement, accomplishment, progress, self- 
determination, freedom, liberty, individuality 
and probably a combination of all of them, 
which is creative self-expression. This may 
not seem like a world shattering idea, at first, 
but let us examine it a little more closely. 


The United States was founded by 
people who wanted to be free to express 
themselves as they saw fit. That freedom, 








UNDERSTANDING IS BASIC 


In this paper, presented at the September 13 meeting of the Balti- | 
more Control, Mr. Darroch brings out a number of points which | 
must be considered as we contemplate the postwar labor situation. 
The author is a practicing industrial and public relations consultant | 
and speaks from a background of wide experience. | 


—THE EDITOR | 
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self-government, was given expression in 
the form of government set up—namely, 
democracy—and also in the social system. 
Class distinctions which imply superiority 
or inferiority at birth, were wiped out, at 
least as far as the whites were concerned. 
In the economic field, self-determination 
was obtained through the system of free 
enterprise. As the economy was mostly 
agrarian, every man was his own master. 
Where industry was concerned, the units 
were small, each worker had an identity, 
and creative self-expression found satis- 
faction in skilled hand-craftsmanship. 
The three primary needs were taken care 
of very nicely, as they must inevitably be. 

What is the situation now? Since the 
development of the mechanical age with 
its huge organizations, chain production, 
and absentee ownership, figuratively if 
not actually, as far as the worker is con- 
cerned, the human ego has lost its sig- 
nificance and economic security is a 
will-o’-the-wisp. The worker has lost his 
identity as a human being. Building a 
system that will provide satisfaction for 
his three primary needs within the frame- 
work of free enterprise, becomes the base 
of our problem. Remember, the majority 
of the population will have to have these 
satisfactions from the system or they will 
keep changing it till they do. The mass 
of humanity lives more by feeling than 
it does thinking, and it has many times 
in the past followed false prophets 
promising relief from these frustrations, 
only to find itself worse off than it was 
before. The German people following 
Hitler is a shining example and the New 
Deal is leading us straight into the same 
situation. If the private enterprise system 
can solve this problem, we can retain our 
freedom. If “it cannot, the system will 
change whether we like it or not. 

So our whole technique of producing 
goods in mass quantity revolves around 
the two factors of cooperation and or- 
ganization, and as we have demonstrated 
our ability to organize, the one ingredient 
of cooperation remains to be solved. 
Workers will cooperate and put forth 
their best efforts if they have a feeling of 
significance, accomplishment, individual- 
ity and security. Without it, they work 
only for the pay check and will follow 
other leaders who promise them these 
other things. The issue is joined and the 
private enterprise system is at stake. Can 
industrial leadership meet the challenge? 
It can if it will make industrial relations 
its number one concern, and found its 
techniques on the above outlined primary 
needs. 

Are industrial leaders thinking along 
these lines ? They are, and a brief analysis 
of the speeches, articles and general pub- 
licity emanating from them through such 
organizations as the National Association 
of Manufacturers and the United States 
Chamber of Commerce, make it clear. A 
few quotations follow: 
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Alfred P. Sloan, Jr., Chairman of Gen- 
eral Motors, speaking to the Second War 
Congress of American Industry, under 
the auspices of the National Association 
of Manufacturers, in New York, Decem- 
ber 10, 1943, said: 


“Some eight years ago we discussed together 
the then developing demand for the acceptance 
by our industrial leadership of a different type 
of economic responsibility as affecting the se- 
curity and social progress of our people. I¢ 
had become clear that American business lead- 
ership must superimpose upon its normal func- 
tions (i.e. production—insert mine) a broader 
philosophy of management—one that must take 
the form of economic statesmanship.” 

“The problem of providing jobs will be 
greater in the post-war period.” 

“We must develop new things to produce 
and we must produce existing things at lower 
prices.” 


He goes on to say that if private en- 
terprise does not provide jobs and an 
adequate standard of living, the people 
“will demand of Government through 
political action what they cannot obtain 
through private enterprise.” 

In speaking of the undesirability of 
Government doing the job, he says: 


ad 


. . «+ Government would have to operate 
in a far broader way than ever before. It 
would have to compete directly with private 
enterprise in the production of goods and 
services, if any substantial support were to be 
affected. . . . Such government policies would 
mark the beginning of the end—the end of the 
American competitive system as we have known 
it, the beginning of socialization of enterprise.” 


Walter S. Gifford, President of the 
American Telephone and _ Telegraph 
Company, in his annual report of Bell 
System activities for 1943, says, among 
other things, ‘Our system of freedom of 
private enterprise has outmatched the 
productive accomplishments of every 
other country in the world, . . . above 
all, the complement of freedom is the 
sense of responsibility. . . .” 

Frederick C. Crawford, President of 
the National Association of Manufactur- 
ers in 1943, in a foreword to the pam- 
phlet, ‘‘A Better America’, issued by the 
N. A. M., says, speaking of freedom: 


“We need to be aroused. This generation 
has taken it for granted, like the climate. 
... Now, if we want it back, we must be pre- 
pared to tell why. And to do that we must 
know it.” 

“It (the pamphlet) presents the growing 
sense of social responsibility which controls the 
operations of enlightened businessmen.” 


In Section III of this pamphlet, sub- 
titled “The Business Philosophy of Jobs, 
Freedom and Opportunity’, it says: 


“Full production can be attained only 
through the full cooperation of the productive 
factors. . . . Such cooperation might be se- 
cured by compulsion. .. . With the American 
people, free and voluntary cooperation offers 
infinitely greater promise. ...If we can get 
it... . It includes and emphasizes an in- 
creased degree of cooperation between Man- 
agement and Labor, based on enlightened self- 
interest and resulting from a mutual recogni- 
tion of the cooperative nature of production 
and the interdependence of the productive 
groups.” 





H. W. Prentis, Jr., President of the 
Armstrong Cork Company and past Presi- 
dent of N. A. M., in an address in New 
York to the 257th Meeting of the Na- 
tional Industrial Conference Board, said: 


“In every field of human relations, injustice 
and chaos inevitably result when individuals 
are placed in position to exercise power with- 
out the assumption of commensurate responsi- 
bility. 

“Certainly I can subscribe to the statement 
of Mr. Watt's at a meeting here in New York 
in. September, 1942, that ‘there is a consider- 
able drift toward a strong man rule—which 
will gather momentum unless employers and 
workers together prove very definitely to the 
American people that they are capable of op- 
erating a real practical economic democracy’ 

"I tremble to think what will happen to our 
whole system of government in the post-war 
years if we in labor and management cannot 
find a satisfactory solution of all our prob- 
lems by mutual understanding and peaceable 
negotiation.” ; 


You see, the trouble was that in the 
beginning, industrial leaders devoted 
their talents to production techniques. 
Distribution of the goods. produced, i.e. 
satisfying the workers needs, and which 
comes from wages under the free compet- 
itive enterprise system, was considered 
of no concern of theirs. Their attitude 
was, “Let somebody else worry about that 
—we are producers. And the cheaper the 
better.”” As a result of this attitude, too 
many people went short on their primary 
needs and someone else did bother about 
distribution. Of course, it was the people 
themselves through their Government 
and Labor through organizing itself. 

We have come to the point where it is 
evident that top flight industrial leaders 
see that cooperation of workers must be 
won, as it cannot be achieved by compul- 
sion. Workers must have jobs so they can 
have purchasing power, and above every- 
thing they must be given a feeling of 
significance. The question is, how is it to 
be accomplished ? Well, here is where the 
industrial relations people,—the human 
engineers, step to the front. Until Man- 
agement can educate itself along these 
lines, I am afraid it is going to have to 
call upon us few specialists who are in 
the field already, to pinch hit. It cannot 
very well be done effectively by amateurs. 

The program, as adopted by some of 
the largest industries in the country, falls 
roughly into three parts, as follows: 


1. The Public— 

The public at large must be educated in the 
advantages of the system, and how it func- 
tions. 


2. Employees— 

Workers must be sold on the system by: 

(a) Having well trained, enlightened super- 
vision. 

(b) Having full knowledge of Company 
policy as to wages, hours, promotion and 
vacation schedules, and all other factors 
that affect their security, general wel- 
fare and future prospects. pa 

(c) Having the best working conditions 
possible. 

(d) Having adequate Safety precautions. 
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(e) Opportunity to contribute ideas for the 
betterment of methods and general Com- 
pany procedures, and should be rewarded 
according to their contributions. 

(f) Education in general health principles. 

(g) Education in the principles and advan- 
tages of the free enterprise system. 


3, Supervisors or Management— 


All supervisors, from gang bosses to presi- 
dent, are a part of Management, must be so 
considered and educated to fit that category. 
Careful analysis has been made of the needs 
of supervisors to fit them to these specifica- 
tions. To mention a few of these require- 
ments, supervisors must have or know: 


(a) Full knowledge of Company Policy and 
Procedures. 

(b) Adequate training in the proper han- 
dling of people. 

(c) Adequate training in the techniques of 
their job. 

(d) Understanding of the relationships be- 
tween departments. 

(e) A working knowledge of sound business 
principles. 

(f) The ability to train workers, using ad- 
vanced and proven techniques. 

(g) Ability to plan and coordinate activities. 

(h) The ability to lead workers instead of 
drive them and at the same time be a 
Commander when necessary. 


It is so important in saving our free 
enterprise system that I venture the pre- 
diction that whereas heretofore top flight 
management has been screened out and 
elevated on its technical, engineering or 
probation ability, the top men of tomor- 
row are going to be human engineers 
first and production men second. Boards 
of Directors, responsible for solvency, 
are going to be primarily concerned with 
an executives’ ability to get cooperation, 
and to do that he will have to be trained 
for it. A human being is the most com- 
plicated machine of all and to get co- 
operation will take understanding. 

In continuation of this thought, there 
is evidence already that a new type of or- 
ganization is in the making. Standard or- 
ganizational practice, up to the present, 
has been to raise people to supervisory 
status on their “job know-how’ and hope 
for the best in their ability to handle 
workers. I see indications that in the com- 
ing eta, people with “job know-how” 
will act as advisors on manufacturing 
techniques, but the responsibility and au- 
thority for handling the workers will go 
to carefully trained personnel men. 

The signs that point to this type of 
set-up are many. To mention two, there 
is, first, the development of the produc- 
tion department. Here we have a divi- 
sion of responsibility whereby the pro- 
duction man schedules work through the 
manufacturing process but has no author- 
ity to get it accomplished. What it really 
amounts to is that the production depart- 
ment plans the work for the manufac- 
turing department. It has not been so 
many years since it would have been con- 
sidered insane to even suggest such a 
procedure. 

The second innovation is more sig- 
nificant and affords ample food for 
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thought. That is the present practice of 
having shop stewards in union shops. 
Theoretically, they are there to handle 
gtievances. Actually, they have usurped 
management's authority over the activities 
of the workers. As they do not carry the 
responsibility of management for efficient 
operations, it is not a very healthy state of 
affairs. It grew from management's lack 
of understanding of the needs of workers 
and the poor supervision provided. To 
keep the private enterprise system operat- 
ing, management must take the leader- 
ship in correcting conditions that make 
such a situation necessary or possible. 


SOCIALIZATION AHEAD ? 


I do not have to tell you how serious 
the situation is, as you only have to look 
at the daily papers to see the plans being 
suggested to further socialize business, 
with the federal government assuming 
more and more of the responsibility for 
jobs and thus purchasing power, and, of 
course, with it goes more and more con- 
trol of our daily lives. According to the 
plans, government is going to provide full 
employment; government is going to sub- 
sidize small industries and businesses; 
government is going to pay everybody 
whether they work or not. Even Russia had 
more sense than that. Over there, if you do 
not work, you do not eat. 

What are we—who want to retain the 
freedom that our forefathers fought for— 
who believe that free, private enterprise is 
the best way of life—what are we, I ask, 
doing and planning to do to satisfy the 
above very real human needs that must be 
satisfied ? If we do not do it, the federal 
government will, through political ac- 
tion. 

As I have said before, far-sighted lead- 
ers see the handwriting on the wall and are 
moving heaven and earth to educate the 
tank and file of their peers to take the 
initiative in solving these problems. Pos- 
sibly I can do no better in closing, than to 
quote Cloud Wampler, President of Car- 
rier Corporation, of Syracuse, New York, 
who was a panel member in the conclud- 
ing review meeting of the ‘Conference on 
Creating Postwar Markets and Jobs’’ spon- 
sored by The Industrial Corporation, with 
which I am associated. 

Dr. Zurcher, the Moderator, asked the 
following question handed in from the 
floor: 


“Is it not possible that when V-Day comes, 
when the war in Europe ends and war indus- 
tries begin to close on a large scale, people 
will ask, What do we do now? Where do we 
turn? What arrangements have the commu- 
nity made? Should there be a local information 
or employment agency?” 


Mr. Cloud Wampler replied: 


"Yes, I’'d love to comment on it because it 
happens to be something that we are giving 
major consideration to right now in my home 
town, and is a subject on which I had a knock- 
down, drag-out fight with the chairman of the 
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War Manpower Commission in the Syracuse 
area, only last Saturday afternoon. 

“There is a plan on foot apparently to have 
the U. S. Employment Service take over the 
whole ball of wax with respect to solving the 
re-employment problem after V-Day, or what- 
ever he called it. I think that is wrong. I 
think that our community ought to pick up that 
load and carry it, and with that in mind, the 
industrial and civic leaders, with the coopera- 
tion of the Mayor of the City of Syracuse, have 
appointed one of the most representative com- 
mittees that I can imagine being appointed, 
whose responsibility it is to organize a com- 
munity supported, community operated, service 
bureau, that will cope with every conceivable 
problem that confronts the returning service 
man. A great big, well staffed, centrally lo- 
cated, ground-floor operation, to which a man 
can come and either get, right within those 
four walls, the help he needs, or be sent to 
just exactly the right place for that help. And 
I hope and pray that we business people in 
Syracuse can carry that load effectively, with- 
out a lot of politically controlled establish- 
ments seeking to do the job which I think is 
ours.” 


There is no time here to give you the 
full program that Mr. Wampler has going 
full blast in his own corporation, but it 
includes a comprehensive supervisory 
training feature and The Carrier Institute 
of Business, whereby Carrier employees 
are given a fourteen weeks course in gen- 
eral business economics, managements, 
etc. 

This satisfying of peoples needs has to 
be done within the framework of each in- 
dustry, as well as by local communities. 
Either that—or else. We either take the 
leadership or someone else does. For once, 
the old custom of sitting tight and letting 
the fire burn itself out, will not work. 
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sound principles of foremanship and the 
economics of good management. Pres- 
sure groups will attempt to line up the 
veteran on their band wagon. Managers, 
supervisors, and all others will have to 
be better informed, more alert and capa- 
ble within the next few years if the 
rights that must be retained by industrial 
management are protected. Following the 
war there will be much restlessness. The 
urge to go new places and try new jobs 
may be prevalent. It will be up to indus- 
try to furnish the needed stabilizing in- 
fluence which can be had only by good 
business management. 

The problem outlined here is a most 
difficult one and offers perhaps as great a 
challenge to industry as that offered by 
the production problem during the war- 
time period. Industry accepted and con- 
quered that problem. I think industry 
must, and I believe industry will do as 
good a job on the postwar problem. In- 
dustry must meet this new challenge if 
the free enterprise system that we hear 
so much about is to survive. 











The tremendous amount of printed 
material concerning the problems of re- 
employing returning veterans causes some 
employers to worry about this problem. 
The impression received by many readers 
is that we will have problems with the 
majority of these veterans of this war. 
We know that this is not the case. 

Actually, employers will not have more 
problems with returning veterans than 
they have with their present working 
force. In fact, we have had fewer prob- 
lems with the returning veterans than 
we have had with the employees now on 
the payroll. Because of the manpower 
shortage, employers have been compelled 
to lower their hiring standards, with the 
result that many people have been hired 
who never had regular employment be- 
fore and they present absentee, discipline 
and other problems that we have had to 
contend with. The Army has been very 
selective in its physical and mental stand- 
ards at the time of induction. These 
standards have allowed the armed serv- 
ices to select for service those who met 
rigid physical and mental standards. 

Even with the physically handicapped 
veteran we have had no serious problem. 
True, we must be more careful in the 
placement of the physically handicapped, 
but the experience we have had for many 
years with physically handicapped civil- 
ians has aided us in doing a better job. 

The personnel department of each 
company should be thoroughly trained so 
that the employment staff and the operat- 
ing staff is thoroughly familiar with the 
veterans’ reemployment rights under Sec- 
tion 8 of the Selective Service Act of 
1940 as amended, as well as the provi- 
sions of Local Board Memo No. 190-A 
issued May 20, 1944. Public Law 16 in 
regard to the rights of the handicapped 
veterans and the Serviceman’s Readjust- 
ment Act of 1944, commonly known as 
the G. I. Bill of Rights. We will discuss 
the provisions of the above. 


SECTION 8 oF S. S. AcT OF 1940 
AS AMENDED 


Servicemen who entered the armed 
forces since September 16, 1940 are eligi- 
ble for coverage under the provisions of 
this Act. However, they must have had 
an honorable discharge from _ service. 
Those who have a blue discharge indicat- 
ing unsatisfactory service and those with 
a dishonorable discharge are not covered. 
The veteran must apply for his old job 


Veterans Employment Regulations and 
Their Rights Under the G. I. Bill 


By J. |. Onarheim 


within 40 days after separation from 
service. The War Manpower Commis- 
sion’s rules in regard to releases and 
Statements of -Availability do not apply 
in the case of veterans for 60 days after 
they have accepted their first job in civil- 
ian life, but this provision does not ex- 
tend the 40-day period for reinstatement 
in the veteran’s original job. This provi- 
sion allows the veteran to try various jobs 
to be sure that he is satisfied with the 
work to which he is assigned. 

The veteran must be physically and 
mentally able to perform the duties of his 
old job or he has no legal right to that 
job. Most employers have policies which 
are far more liberal than the actual law. 
If the veteran’s old job is no longer avail- 
able, the man is entitled to a comparable 
job with like seniority and pay. 


EMPLOYER POLICIES 


Employers who have been in business 
for many years and have not had tre- 
mendous expansion will have no real dif- 
ficulty in finding jobs for their returning 
veterans. However, those who have had 
tremendous increases in their total em- 
ployment will have to establish definite 
policies in regard to the following fac- 
tors: 


a. Was the position newly created to 
take care of some wartime condition such 
as outside expediting, investigation or 
identification? 

b. Was the veteran the first to occupy 
that position? Many individual jobs have 
had several men on them to replace those 
inducted into service. For instance, in a 
particular job a man was hired to replace 
a man inducted into service. After a few 
months the second man was inducted. 
Later, the third man on the job was in- 
ducted. Following a strict interpretation 
of the law, the first man on the job is en- 


titled to the job. What if the third man 
on the job comes back first and applies 
for reinstatement? It has been suggested 
that when the second or third man te- 
turns before the original holder of the 
job, they sign a waiver to the effect that 
they are to be considered as temporary 
employes until the original job holder re. 
turns. Some companies have had all war. 
time employes sign a waiver to the effect 
that they were temporary workers. How- 
ever, Selective Service has ruled in these 
cases that the companies were trying to 
avoid the provisions of the Act and, 
therefore, such wholesale waivers were 
null and void. 

c. Naturally, the aircraft and ship- 
building industries which have had to ex- 
pand ten-fold will not be able to find jobs 
for all the men who have entered mili- 
tary service. Since the veteran is entitled 
to seniority in accordance with the time 
at the company plus his time in service, 
the only workable plan will be layoffs in 
strict accordance with seniority. 


Agreements between employers and 
employes may provide for vacation, in- 
surance and other considerations based on 
accumulative seniority. In such cases, 
a serviceman on military leave would be 
entitled to these considerations on the 
basis of his total company plus military 
seniority. 

Another provision of the Act points 
out that a man cannot be discharged ex- 
cept for ‘‘cause” for a period of one year 
after he has been reinstated on his old 
job. Business conditions may force the 
employer to lay off a part of his working 
force. It is not clear whether the law pro- 
vides that servicemen cannot be laid off 
in seniority order. Selective Service of- 
ficials hold that the veteran must be te- 
tained for 12 months even if employes 
having a greater seniority must be laid 


off. 
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NEED THERE BE PROBLEMS? 


It is reassuring to read in Mr. Onarheim’s opening paragraphs that 
the expected problems in connection with re-employment of returning | 
veterans need not materialize. But this will be true largely to the de- 
gree that management is informed on all details. The points which 
Mr. Onarheim, who is employment manager of Allis-Chalmers Mfg. 
| Company of Milwaukee, brings out are of special importance. This 
paper was presented at the September 13 meeting of the Milwaukee 


—THE EDITOR 
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Civil Service regulations provide that 
a war appointee on Civil Service must be 
discharged if necessary to provide a job for 
a returning veteran who was on the job 
prior to his entrance into service. Some 
have said that in Civil Service the veteran 
cannot be laid off until all non-veterans 
on similar jobs, regardless of seniority, 
are laid off. This will work a hardship on 
Civil Service efficiency because a man 
with 20 years of experience might be laid 
off to make room for a man who actually 
had only one year of experience plus his 
time in service. Certainly the latter is not 
as well-qualified as the man with 20 years 
of actual experience. 

Selective Service has also ruled that 
company or union rules are to be super- 
seded by the regulations of the Selective 
Service Act. There will be some questions 
raised in regard to Selective Service inter- 
pretation of the Act when men return in 
large numbers from service. 

Employers should realize that there can 
be no unreasonable delay in reinstating a 
returning serviceman. We should inter- 
pret “‘unreasonable’’ as meaning a period 
not to exceed that required to place a 
regular applicant on a job. 

The employment or personnel depart- 
ment’ of your company should be familiar 
with all rules, regulations and obligations 
of the employers in connection with rein- 
stating returned servicemen. They should 
keep in continual contact with the U. S. 
Employment Service and the reemploy- 
ment men at the various local boards of 
Selective Service and the nearest Vet- 
etans Administration facility. They should 
know what community facilities are avail- 
able to handle the various problems that 
will confront the returning serviceman. 
In Milwaukee the Association of Com- 
merce has recently established a Vet- 
erans’ Center where employers can fe- 
ceive information on community facilities 
available for veterans with unusual prob- 
lems. 

In establishing an employment policy 
to cover the Selective Training and Serv- 
ice Act and other acts, the employment 
staff and company supervisors should 
have complete information on company 
policies. They should also be most liberal 
in the interpretation of the meaning of 
the Act and should be very patient with 
these men when they are first reinstated. 
This really necessitates a continuous train- 
ing program for the employment staff. 


LocaAL BOARD MEMORANDUM No. 
190-A OF May 20, 1944 


This memorandum is actually the 
Selective Service officials’ interpretation 
of the meaning of Section 8 of Selective 
Training and Service Act of 1940. It cov- 
éts the Selective Service interpretation of 
the intent of Congress in passing the Act 
and, in addition, provides information 
concerning the various types of discharges 
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from the Army, Navy, Marines and 
Coast Guard. This interpretation will not 
be repeated here, but the material should 
be in the hands of the personnel or em- 
ployment staff to be used as a guide in 
interpreting the Act itself. 


PuBLic Law 16 


This law provides certain compensa- 
tion for handicapped veterans and cer- 
tain training opportunities for these men. 
Since the provisions of the G. I. Bill will 
also include training allowances for all 
veterans, we will not cover Public Law 
16 here but will go on to the G. I. Bill 
itself. However, a copy of Public Law 16 
should be in the hands of every employ- 
ment or personnel department. 


SERVICEMEN’S READJUSTMENT ACT OF 
1944 


This bill is the most comprehensive 
ever enacted in providing for war vet- 
erans. 

Handicapped or injured veterans will 
be assigned to Army, Navy, Veterans Ad- 
ministrations, and civilian hospitals, if 
necessary. The Act provides for a fund of 
$500,000,000 to build new hospitals. 
The government, we are sure, will do a 
good job in these hospitals to rehabilitate 
the injured men for useful civilian lives. 

Each Veterans Administration facility 
has a Physiotherapy and Occupational 
Therapy section which provides treatment 
for those who have certain physical 
handicaps. When these treatments have 
been completed, the veterans will be 
given aptitude, intelligence and trade 
tests together with a complete interview 
so that they may be counseled into a lin. 
of work that will be best for each indi- 
vidual. On the basis of the interview and 
tests, some men will be advised to con- 
tinue their education. Some experts now 
estimate that approximately 1,000,000 
men will be expected to take advantage 
of college training and approximately 1,- 
000,000 will take vocational and rehabili- 
tation training. 

Employment or personnel staffs should 
have copies of the Bill so that they are 
familiar with its provisions. For instance, 
the staff should know that after 90 days 
in service the veteran is entitled to one 
year’s schooling, plus the actual time 
spent in service over and above the 90 
days—total training not to exceed four 
years. The Veterans Administration con- 
siders that any man under the age of 25 
at the time of induction had his school- 
ing interrupted and is entitled to this 
additional training. 

The veteran may select any college or 
university for his training. The tuition is 
not to be less than $10 per month nor 
more than $500 per fear. 

The government will pay $50 per 
month subsistence allowance for a single 
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man and $75 per month for a married 
man while he is taking advantage of the 
training program. 

Other veterans will be interested in 
securing a loan to buy a home, farm or a 
business property. The government will 
guarantee 50% of the loan, such guaran- 
tee not to exceed $2,000. The loans will 
be granted for construction, the purchase 
of existing property, or for the repair of 
existing property. Experts estimate that 
more than 2,000,000 men will take ad- 
vantage of these government loans to 
start a business, profession or to establish 
farms. 1,400,000 of the men in service 
will go back to their former business, 
profession or farm. 

More than 1,000,000 will go back to 
their former vocation as manager, sales- 
man, engineer or a skilled trade in in- 
dustry or return to their former position 
in the state or local government or fed- 
eral service. 


SCHOOLING FOR VETERANS 


The staff of the U. S. Employment 
Service has men trained in handling the 
problem in regard to the employment of 
veterans. Large numbers of veterans were 
inducted directly from school with the 
result that they have no employment 
rights. Those who entered military serv- 
ice directly from school should be coun- 
seled to return to school. They should be 
told that in normal times positions are 
obtained on the basis of training, experi- 
ence, and skill and, since the government 
recognized this fact, they have provided 
the training facilities of the G. I. Bill. 

Service personnel who have served 90 
days or more are entitled to certain unem- 
ployment allowances if they are unable to 
secure employment. For every month of 
actual service, veterans are entitled to 
four weeks of unemployment allowances 
not to exceed 52 weeks maximum. The 
unemployment allowance of the G. I. 
Bill is $20 per week. 

A veteran is not qualified to receive 
unemployment allowances if he leaves a 
job without good cause or is suspended 
or discharged for cause. 

We cannot over-emphasize the im- 
portance of having copies of the Selective 
Service Act of 1940 (Sec. 8) as amended, 
Local Board Memo No. 190-A issued 
May 20, 1944, Public Law 16a and the 
Servicemen’s Readjustment Act of 1944. 
The employment staff should be thor- 
oughly familiar with all this information 
so that they can do a complete job of 
counseling returning veterans. The em- 
ployment staff should also be thoroughly 
familiar with the personnel at the nearest 
veterans’ facility, should maintain con- 
tact with the reemployment officers of the 
local boards, and should know all the 
community agencies that can aid in the 
readjustment and reintegration of re- 
turning veterans. 





Basically, the term “‘profits’” means an 
increase, and the term ‘“‘losses’”” a de- 
crease in wealth. As applied to a business 
enterprise, these terms should logically 
denote increases and decreases in the net 
worth of a business. 

If a businessman, however, speaks of 
the profits and losses of his business, he 
means, as a rule, the profit and loss 
figures as shown in the closing entries of 
his income and expense accounts, and 
summarized in his profit and loss state- 
ment. He and his accountant are aware 
that these figures do not represent facts, 
but mere estimates. Nevertheless, he be- 
lieves them to be estimates of existing 
realities. He believes, generally, that, if 
there are differences between these esti- 
mates and the real facts, they are more or 
less negligible, provided the books are 
properly kept according to the accepted 
rules of sound accounting practice; that, 
therefore, the figures as shown on his 
books provide a serviceable basis for com- 
mercial deliberations and for his business 
policy. 

Unfortunately, this is not absolutely 
true. The profit and loss figures as de- 
rived from our records under the gen- 
erally accepted rules are not estimates of 
facts, but merely estimates of certain 
fictional concepts. They fail to take into 
consideration the fluctuating value of the 
currency, the effects of inflation and de- 
flation. They do not reveal the intrinsi- 
cally different character of profits and 
losses incurred through cyclical and simi- 
lar developments, and those profits and 
losses which are achieved through busi- 
ness activity proper. They prove incon- 
sistent in registering the changes in 
wealth or the net worth of the business 
through unrealized profits and_ losses: 
Unrealized profits are principally ex- 
cluded, whereas unrealized losses are, to 
a great part, included in the final book 
figures. 

Henry Whitecomb Sweeney, in his 
“Stabilized Accounting’ (New York- 
London, 1936) was the first American 
author who emphasized these inherent 
weaknesses of our accounting system. Ac- 
cording to him, ordinary accounting 


1) Is not suitable for indicating whether 
an enterprise has approached nearer the usual 
goal of economic activity, viz., increase in 
the general purchasing power of the owner’s 
investment in the enterprise, 

2) combines figures that are not expressed 
in the same kind of measuring unit, thus vi- 
olating the basic mathematical axiom that 
“Like added to like gives like,” 

3) is not complete because of not includ- 
ing all the kinds of realized and unrealized 
profit and loss from change in value of 
money. 


Profit Analysis 


By Harry B. Gutman, C.P.A. 


For those reasons, net worth should, 
according to Mr. Sweeney, not be classi- 
fied on the basis of the nominal capital, 
but on the basis of the physical, or, even 
better, on the basis of the real capital, 
computed with the help of index num- 
bers showing the trend in the general 
price level. 

Although Sweeney’s book was received 
with some interest by the theorists, and 
although the same ideas of Sweeney’s 
forerunners in other countries have been 
widely applied in practice, our business- 
men took little notice of his suggestions. 
They‘ pursue now as then traditional ac- 
counting methods. 

On first sight, this seems rather unim- 
portant. Ordinary bookkeeping and ac- 
counting methods fulfill satisfactorily 
their controlling functions. If an ac- 
countant or business manager prefers to 
think in solely monetary terms and to 
measure his assets, liabilities, capital, 
profits, and losses with the yardstick of a 
supposedly fixed dollar, he may do so. 
To meet the risks of the changing values, 
the manager may set up reserves or ac- 
cumulate surpluses. If his respective cal- 
culations are correct, things will proceed 
well. 

We can safely say, however, that many 
of our businessmen have failed too often 
in this respect. Even this may be irrel- 
evant, as far as single businesses are 
concerned. The manager who calculates 
correctly will be successful; the others 
will proceed less satisfactorily and some 
will fail through their miscalculations 

. each will reap as he sows. 

But the whole matter has a more seri- 
ous aspect too. The indiscriminate inclu- 
sion of the cyclical profits and losses into 
the profit and loss figure derived from 
ordinary accounting methods tends, in 
times of prosperity, to inflate this figure; 
it will look larger than the real profits 
are, namely, the actually wealth increas- 
ing items. In times of depression, how- 
ever, the figure of the book profits will 
be deflated, and the book losses inflated. 
This overall picture will be further dis- 
torted by the inclusion of unrealized 


losses into the final book figures. Such 
losses are, obviously, large in times of de- 
pression, and small, if any, in times of 
prosperity. 

In the single case, this has not only 
bad psychological consequences, encour- 
aging and enhancing optimism in pros- 
perity times and pessimism in the days of 
depression, but it tends also to mislead 
too often the sound judgment of very 
many businessmen. The numerous errone- 
ous decisions based upon this general pic- 
ture help to pave the way for unsound 
general economic developments, culmi- 
nating in the dreaded business cycles, 
which are neither natural catastrophes 
nor God-sent inevitable misfortunes nor 
the inevitable results of capitalistic econ- 
omy, but merely the logical consequences 
of economic errors and widespread iden- 
tical mistakes and false decisions in the 
individual business policies. 

As long as currency fluctuations are 
confined within narrow limits, and as 
long as cyclical developments do not as- 
sume a stormy character, the essential in- 
adequacies of our accounting system men- 
tioned above are easily overlooked. In 
times of really heavy economic fluctua- 
tions as have occurred in certain Euro- 
pean countries after the first World War, 
the practical worthlessness of book 
figures for business policies became evi- 
dent. 

I had the opportunity of spending the 
entire year 1923 in Berlin, in the capacity 
of a representative of foreign banking 
and industrial interests, at the time, when 
the German monetary crisis reached its 
peak. I had, there, the further opportu- 
nity, to investigate several of the big and 
many of the smaller business concerns of 
the Reich. There was utter confusion and 
helplessness: to meet expected monetary 
losses, reserves were set up in a haphaz- 
ard manner which proved, in time, ut- 
terly insufficient; price calculations could 
not be based upon the experience of book 
figures. The “‘intuitively’” computed 
prices were, thanks to an equally con- 
fused competition, totally inadequate. 
Finally, the business policy of most con- 





PROFITS CAN 


consideration ef this subject. 





Profit can be defined by the dictionaries. Profit can be indicated in 
an operating statement. But there is more to “‘profit’’ than mere 
temporary financial gain, and in this paper, Mr. Gutman issues some 
case-supported warnings that all is not profit that is so labelled. Fi- 
nancial officers will find the author’s thoughts a stimulus to further 
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cerns aimed almost exclusively at the 
stopping of all sales and at converting 
cash and receivables into stock of any 
kind: This amounted practically to a 
self-destruction of business. Ironically, 
only this policy and the actual annihila- 
tion of all indebtedness prevented gen- 
eral bankruptcy. 


If the books of a German business showed, 
on January 1, 1923, a net worth of hundred 
millions of Marks, such business was able to 
buy with its capital a considerable stock of 
merchandise. If, on June 30, 1923, the same 
business showed, on its books, a profit of one 
billion of Marks, it could have bought for its 
total net worth now not much more than a 
morning paper. It was, practically, ruined. This 
example shows drastically that book profits 
computed according to the rules of ordinary ac- 
counting have very little to do with real profits 
and the consequent net worth increase of a 
business. 


Certainly, this would have been an ex- 
treme case, and the whole situation pre- 
vailing in Germany at the time of this 
monetary crisis was equally extreme. But 
moderate and normal currency fluctua- 
tions also produce effects which are not 
recorded on our ordinary books in any 
easily recognizable manner, and which 
are, therefore, generally neglected by 
business managers. Although, in such 
cases, immediate catastrophes will but 
seldom occur, future catastrophes will ur- 
knowingly be prepared. The same is true 
in the case of cyclical developments: for 
disregarding the effects of the progress- 
ing cycle will always be instrumental in 
bringing about the consequence of all 
blindly progressing prosperity: The eco- 
nomic crisis. 

I should like to give another example 
which is drawn from American experi- 
ence: 


In 1922, a long established middle-sized 
business, previously a partnership, was incorpo- 
rated. The new corporation took over all the 
assets and liabilities of the old firm, including 
a considerable goodwill. The capital was 
fixed at six times the average profits of the old 
business during the preceding five years, which 
was a fairly conservative estimate. 

The new company met with marked success. 
In the first years of its existence, the net profits 
were credited to earned surplus and no divi- 
dends were distributed. In the third year the 
earned surplus was transferred to capital by 
stock dividends, and an equivalent sum was 
Spent for the modernization of the company’s 
old plant, while the construction of a new 
plant was financed through a mortgage. Mean- 
while, the prices for raw materials and the gen- 
eral expenses had risen. As a result, the busi- 
ness was in need of increased short-term cred- 
its. They were eastly obtainable as the general 
picture of the business looked excellent. The 
output increased from year to year. 

Driven by the desire to utilize the capacity 
of the new plant as much as possible, the com- 
pany looked rather toward steadily increasing 
Us output and expanding its sales volume than 
toward higher sales prices. Thus, it gained a 
Strong competitive pesition and was lucky 
enough to eliminate some of its strongest com- 
petitors. Profits increased, thus, at a much 
higher rate than the sales prices which lagged 
rather behind the general trend. 

After the fourth year, the company began to 
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increase periodically the compensation of its 
officers and to distribute the remaining profits 
by paying cash dividends. Since the produc- 
tion was steadily rising and the current busi- 
ness requested more funds from year to year, a 
certain capital scarcity developed inasmuch as 
the cost of raw material, selling, office, admin- 
istration, and financing was steadily growing. 
When, ultimately, the wages also joined the 
general upward trend, the ratio between the 
profits and the costs began to shrink. 

Thus, the first difficulties developed. After 
long deliberations, the directors decided to 
normalize the profit-cost ratio by the old meth- 
ods, a further stepping up of output and sales. 
A third plant was erected and financed again by 
a mortgage upon the fixed assets of the com- 
pany. To reduce the short-term indebtedness, 
the capital was increased by new subscriptions. 
The regenerated business achieved the intended 
results of these operations, and the ratio be- 
tween profits and costs increased again. 

But soon the old difficulties reappeared. Part 
of the new capital was consumed by the cost of 
new machinery and other fixed assets which 
had to be replaced at higher costs. Now, at- 
tempts were made to cure the situation by a 
new price policy aiming at higher sales prices. 
These endeavors met, however, only with par- 
tial success because of competition. The com- 
pany slipped again into a steadily growing in- 
debtedness. When the first signs of the gen- 
eral crisis appeared on the horizon, the direc- 
tors tried to create reserves out of the profits 
in order to meet possible reverses. In the be- 
ginning they failed to convince their stock- 
holders of the necessity of such steps, and 
when they finally succeeded, it was too late. 
The accumulated reserves proved insufficient. 
Already the first year of the crisis brought 
losses. The next years proved catastrophical, 
and in 1932 the company closed its doors. 


The crucial mistakes in the business 
policy of this company were the follow- 
ing: 

The company overextended its produc- 
tion. First, it tried to increase its profits 
by a higher turnover at the sacrifice of the 
profit ratio. To achieve this higher turn- 
over the productive capacity of the firm 
had to be enlarged. The new plant was 
naturally not used, in the beginning, at 
its full capacity. In order to eliminate the 
costs arising from unused capacity the 
output had to be stepped up and, alto- 
gether with it, also the sales volume. 
Since the competitors of the company 
pursued a similar policy, a reasonable in- 
crease of the sales prices and their ap- 
proximation to the general average price 
level proved impossible. On the contrary, 
the prices had even to be partially low- 
ered. These low prices stimulated, of 
course, the demand, which could be 
coped with only by further increasing 
production. When the costs began to rise, 
the mark-up tended downward, first rel- 
atively slowly, then in a rather menac- 
ing manner. To meet the pressure of the 
costs, there seemed to be again the only 
practicable expedient to continue in step- 
ping up the sales volume. For that rea- 
son, the company opened its third plant. 
Thus, things went on; the final result 
was overproduction and overcapacity in 
face of a suddenly declining demand. 
The company, misled by the appar- 
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ently favorable picture of the growing 
business and the imposing book profits, 
weakened itself constantly by distribut- 
ing all or a great part of these profits 
as cash dividends in face of the rising 
costs of production and distribution. In 
terms of dollars, the company seemed to 
conserve its strength. To be sure, it be- 
came even stronger through the enhance- 
ment of its capital by stock dividends and 
through the sale of new shares. In terms 
of its own products, however, it did not; 
that proved to be more decisive. Thus, 
the company slid into a growing in- 
debtedness whenever it tried to enlarge 
or even only to maintain its business. 

Likewise, the seemingly favorable de- 
velopment induced the company to invest 
more and more in fixed assets. It failed to 
accumulate reserves needed for the re- 
placement of outworn machinery in ex- 
cess of the depreciation reserves. Finally, 
it failed in accumulating reserves suff- 
cient to meet at least the first shock of the 
approaching crisis. 

This is not a casual, but almost a typi- 
cal case of thousands of businesses here 
and elsewhere in the world. It will hap- 
pen again and again, unless our managers 
wean away from thinking in purely 
monetary terms. It will happen again in 
the near future, when a new period of 
prosperity will develop after victory, and 
it will prepare a new and perhaps worse 
crisis than we have experienced in the 
late twenties and the early thirties. 

If we cease to think only in abstract 
monetary terms and do justice to the sin- 
gle elements of wealth or the net worth 
of a business in their individual terms, 
the character of profits and losses due to 
the changing economic trend no longer 
prevails. Such profits and losses cannot 
longer be taken as items increasing or de- 
creasing wealth or net worth. If I pur- 
chase a unit of merchandise for $100.00 
and sell it for $150.00, I have made a 
profit of $50.00, if I think in purely 
monetary terms. If, however, the rela- 
tion between dollar and the merchandise 
has meanwhile changed, enabling me to 
replace the sold merchandise only at 
$110.00, my profit, measured in terms of 
the merchandise, will be only $40.00. If 
I have used the profit of $50.00 for 
dividends or spent it otherwise as an ex- 
pense, my dollar capital has remained the 
same; my capital, measured in met- 
chandise, however, has diminished. I 
need $10.00 more to replete it. 

If such a trend continues, and if I con- 
tinue to withdraw my total book profits, 
it is clear‘thet my business will devour 
itself. It will become weaker and weaker, 
although its dollar capital does not 


change. To retain its strength, the profits 
due to the changes in the relations be- 
tween currency on one side and merchan- 
dise, investments, and deferred costs such 
as fixed assets on the other side, must 
remain in the business. Their logical] 
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destination is to form a reserve for times 
of declining values. 

In times of declining values the situa- 
tion is reversed. Selling a unit of mer- 
chandise with a cost value of $100.00 for 
$80.00, I suffer a book loss of $20.00; if 
I can replace, however, the sold item for 
$75.00, I have made a profit, measured 
in merchandise, of $5.00. If I had set up 
a reserve for cyclical fluctuation in the 
time of prosperity, I can use it to out- 
balance my present loss due to the declin- 
ing trend. The first result would be that 
I do not faint because of my seemingly 
enormous loss. I know that my business 
as such is not so bad at all; at any rate, 
it produces profits and is, therefore, 
basically sound. 

If my bank looks at my balance sheet 
and profit and loss statement and finds 
losses of, say, $50,000.00, it will eventu- 
ally decline to grant me further credits; 
if it sees, however, a trend loss of, say, 
$80,000.00, and a business profit of $30,- 
900.00, the creditman of the bank will 
deliberate: The reserves of the firm are 
strong enough to absorb further trend 
losses for three or four years; in all 
probability, the crisis will be over next 
year; we see already some silverlight on 
the horizon; the business in itself is 
sound: therefore, I can afford to grant 
the needed credits. 

The most important consequence, how- 
ever, is that if we cease to look at profits 
derived from cyclical developments as 
real profits, our whole business policy 
will necessarily change. The profits will, 
in times of prosperity, look smaller than 
our book profits under the present ac- 
counting systems. The temptation to in- 
vest large amounts in fixed assets will be- 
come less urgent. The cost figures will 
proportionally look higher. The picture 
obtained from lower profits and propor- 
tionally higher costs will induce us to 
pursue a policy of increasing sales prices 
and of expanding the sales volume in a 
more reasonable manner. If our competi- 
tors pursue a similar policy, motivated 
by the same circumstances and delibera- 
tions and not misled by the distorted pic- 
ture of mingled real and sham profits, 
such policy will probably succeed. The 

- higher prices will tend to. curb the excess 

demand. Less money will be diverted 
from the business for personal consump- 
tion, and less distributed as dividends. 
This, too, will contribute to a further 
curbing of the otherwise unsoundly ris- 
ing demand. 

In times of depression the opposite 
takes place. We and our competitors will, 
therefore, lower the prices in order to 
maintain our turnover as much as possible 
and to exploit our capacity in order to 
avoid losses from unused capacity. The 
better overall picture of our businesses 
will help us to overcome our reluctancy 

in this respect. Such policy will neces- 
sarily result in a stimulation of demand. 
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The final result of such business policy 


would be that the waves of business: 


cycles would become longer. Most proba- 
bly, also the amplitudes would become 
smaller and the cyclical crises less violent 
and convulsive. It is even thinkable, that 
these dreaded phenomena would disap- 
pear in such a degree that they will loose 
their dangerous aspects. 

For all these reasons, it seems to me ad- 
visable, to furnish the business managers 
with figures showing the values of the 
different balance sheet items measured in 
their individual terms, and, above all, the 
amount of their real profits and losses. It 
is not necessary to change the whole ac- 
counting system to achieve this purpose. 
As far as the balance sheet is concerned, 
the methods of “Stabilized Accounting” 
may be applied. I, personally, prefer, for 
certain reasons, to adjust the figures based 
upon cost values to figures at replacement 
or reproduction cost. But far more im- 
portant, in my opinion, is the problem 
of the profit and loss statement and the 
computation of the real profit and loss 
figures. Here, a mere careful analysis of 
the book figures would serve the purpose. 
Such analysis should be included in every 
report of an accountant as the third basic 
statement beside the balance sheet and 
the profit and loss statement. 

When accountants speak, today, of 
profit analysis, they differentiate, gen- 
erally, between capital profits and reve- 
nue profits; between operating and non- 
operating profits; they distinguish be- 
tween profits as flowing from different 
sources such as departmentai profits, 
profits on single products, services, and 
activities, profits from sales, from single 
customers, profits within single terri- 
tories, and the like. The distinction be- 
tween profits due to the business trend 
and profits ascribable directly to the nar- 
rower business activities is seldom, if at 
all, made. Also the important distinction 
is seldom, if anywhere, made between 
profits ascribable to the normal activities 
of a business and such profits, which can 
be derived from special, in some respects 
creative or promotional activities of the 
management (incentive and non-incen- 
tive profits). 

As far as profits due to business trends 
are concerned, it will be, sometimes, dif- 
ficult to look at them otherwise than at 
the “real” profits. This will always be 
the case, where the whole business has a 
speculative character. There are busi- 
nesses which consist only of speculation. 
Others, where the speculative element is 
more or less included in the business’ 
purposes. Others, where speculation is ex- 
cluded or taken only as an unavoidable 
evil. The last should be the rule in a 
sound manufacturing business. Here, it 
should be not only imperative to analyze 
the profits in the indicated direction. It 
should also be allowed to disregard prof- 





its and losses due to business trends as 
real profits and to exclude them from the 
profit and loss statement provided this is 
done consistently. 

In this case, unrealized losses would 
be as strictly eliminated from the profit 
and loss computation as are unrealized 
profits; both, of course, could be men- 
tioned in a foot-note. The inventory 
would not be valued at cost or market 
value, whichever is lower, but at cost and 
replacement or reproduction value. The 
replacement or reproduction value would 
enter the balance sheet; the cost value 
would enter the profit and loss statement. 
The difference between both values 
would appear as a reserve for cyclical 
fluctuations on the balance sheet. 

The sales profits would be divided: 
The difference between cost and replace- 
ment or reproduction value would be 
credited or debited, as the case may be, to 
the reserve for cyclical fluctuations. Only 
the difference between the replacement or 
reproduction value and the sales value 
would enter the profit and loss statement. 

Depreciation reserves would be princi- 
pally adjusted through a separate reserve 
for replacement; depreciation cost would 
be the equivalent percentage not of the 
cost value, but of the actual replacement 
value of the assets involved. 

Theoretically, only the real profits may 
be withdrawn from the business and dis- 
tributed as dividends. The amounts 
bound through the reserves for cyclical 
fluctuations should be used only for cur- 
rent business purposes and temporary in- 
vestments. Since, however, in an other- 
wise sound economy, the profits due to 
the economic trends in times of prosper- 
ity are larger than the losses due to eco- 
nomic trends in times of depression, a 
certain percentage of these reserves, based 
upon practical experience, may be trans- 
ferred to earned surplus and used for the 
same purposes as are the real profits. 

For taxation purposes, both the real 
profits and the profits due to economic 
trends could be made simultaneously 
taxable: In this case the present situation 
would not be altered. If, however, only 
the real profits and those profits due to 
economic trends which were transferred 
to surplus or otherwise alienated from 
their primary purpose would be taxed, 
the following situation would arise: 

Provided that the tax rates are the 
same, the government would, in times of 
prosperity, draw a smaller revenue out of 
business than it would do by taxing both 
kinds of profits simultaneously. On the 
other hand, it would get more in times 
of depression. The fact, that in the year 
of a crisis the revenues of the govern- 
ment drop sharply and suddenly, would 
be mitigated and, eventually, even 


avoided. Would this not be, in the final 
result, rather advantageous for the gov- 
ernment and for the national economy? 
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Until recent years the preparation of 
the payroll was a very simple operation. 
Most employers had a so-called payroil 
book in which was written the employee's 
name and the hours worked each day of 
the week. At the end of the week these 
hours were added for each employee and 
multiplied by his rate of pay. The result 
was the amount he was paid. 

Today, however, the problem is far 
from being so simple. Whether the em- 
ployer has 100 employees or 1,000 or 
10,000, the computation of individual 
earnings and the deductions therefrom in 
themselves make the payroll preparation 
a formidable task. Further, these are now 
but intermediate steps in the maintenance 
of payroll records because individual ac- 
counts must be maintained under ac- 
counting control at least for gross earn- 
ings; the withholding tax and bond ac- 
counts. 

There has been added since 1937 the 
quarterly social security report to the state 
and federal governments. The earnings 
of many employees now exceed $3,000 a 
year, and it is important to know when 
to stop deducting the one per cent. In- 
come tax personal exemptions have been 
so greatly reduced that every employee 
now has earnings which must be reported 
for tax purposes at the end of the year. 
The withholding tax applies to every 
employee, and it is safe to say that at 
least 80 per cent. of employees are par- 
ticipating in the purchase of war bonds. 

Because of the high income tax rates, 
every employer has a duty to both the 
employee and the government to report 
accurately employees’ taxable wages. The 
withholding tax is an advance payment 
made by the employee to apply on his 
tax when he computes and files his regu- 
lar income tax return, and so accuracy of 
the employer's report in this respect is 
essential. Bond deductions require the 
maintenance of a bond account showing 
the deductions, purchases and balance 
for each employee participating. 

Under the above circumstances there is 
a vital need for the maintenance of an 
individual employee ledger. Many con- 
cerns today have far more volume in 
these records than in their entire gen- 
eral accounting records. For example, any 
medium sized company rarely has more 
than 100 general ledger accounts. The 
control account for Accounts Receivable 
might support 300 individual customers’ 
accounts having no more than 40 per 
cent. activity during the month. Yet this 


A Mechanized, Many-Purpose 
Payroll Plan That Works 


By A. J. Fournier 


same company, if it has 3,000 employees, 
must maintain three accounts for each 
employee, namely, one for gross earnings, 
one for withholding tax and the last for 
war bonds. This means 9,000 accounts 
which have postings thereto every single 
week of the year. 

Minimum standards for payroll writ- 
ing and the operation of employees ac- 
counts are as follows: 


Weekly: 


1. Prepare the payroll to pay on time, supply 
a receipt for social security and other de- 
ductions and prove net pay. 

2. Know when to stop the 1 per cent. social 
security deduction, otherwise a refund must 
be made. 

3. Issue bonds each week when the employee 
is entitled to them. 

4, Prove bonds on hand. 

5. Issue refund checks for bond balances each 
week when the employee is entitled to them. 


Monthly: 


1. Prove gross earnings for the month with 
the individual earnings card for the month. 

2. Prove the withholding tax for the month 
with the individual earnings card for the 
month, 

3. Issue W-2 receipts to terminated employees. 

4. Prove bond balances and bonds on hand, 
bond cash in the bank and make report of 
bonds issued. 


Quarterly: 


1. Prove the earnings for the quarter with the 
individual earnings card for the quarter. 
2. Prove the withholding tax for the quarter 
with the individual earnings card for the 

quarter. 

Note: At the end of the second quarter 
the figures for that quarter must be added 
to the figures of the first quarter and proved 
for the six months. The same operations 
must be performed for the nine months 
and for the year to date, 

3. Determine individual taxable earnings for 
social security and that not more than 
$3,000 has been. reported to date for each 
employee, except as to (4) below. 

4. File taxable earnings for the quarter re- 
ports to the State and Federal Government 






and reconcile duplications of taxable earn- 
ings on account of transfers from state to 
State. 


Annually: 


The minimum requirements for*the annual 
operation include what has already been com- 
mented upon in the quarterly operations to- 
gether with: 


1. Report taxable earnings and withholding 
tax to the Federal Government. 

2. Report taxable earnings to the State. 

3. Report taxable earnings and withholding 
tax to the employee. 

4. Reconcile individual withholding tax re- 
ports with total withholding tax remit- 
tance for the four quarters of the year. 


In addition to the above, the employer 
may be called at various times through- 
out the year to supply to his employees a 
statement of their earnings and the with- 
holding taxes applicable thereto for pur- 
poses of quarterly declarations under the 
federal income tax laws. 

It is readily apparent that these mini- 
mum standards have resulted in creating 
serious peak loads at the end of each 
month, but more important still, at the 
end of each quarter and the end of the 
year. The peak load at the end of the 
year is extremely unfortunate because it 
comes at a time when the general books 
are being closed. 

Where peak loads are created, there is 
required (a) sufficient personnel to han- 
dle peaks with resulting idle time between 
peaks or (b) sufficient personnel to han- 
dle regular work only plus (1) temporary 
employees to handle the peaks. This is 
usually not satisfactory because of the 
difficulty of obtaining efficient extra help. 
(2) Overtime work at overtime rates ard 
probable lowering of efficiency. 

Regardless of whether peak loads have 
been created under the minimum stand- 
ards, all of the work can be written out 
by hand, mental computations recorded 
and adding machines used. Under such a 
procedure I can visualize a large office 








“ALL WE DO IS SIGN THE PAYROLL” 


The words of that old-time favorite song are certainly not appropri- | 
ate today when it comes to corporate payroll methods, for efficient 
handling of the many “deducts” is no simple matter, as any controller 
and financial officer will testify. The plan outlined in detail here by Mr. 
Fournier is one tested by experience. The author, in addition to holding 
the degrees of L.L.B., B.C.S. and C.P.A., is assistant treasurer of The 
Heald Machine Company, Worcester, Massachusetts. 
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full of payroll clerks busily engaged in 
the preparation of the payroll and the 
maintenance of records. 

However, the tendency in accounting 
work from the very earliest date has been 
to take advantage of all time saving de- 
vices which might be invented from time 
to time to shorten the mechanical and 
clerical processes involved in keeping rec- 
ords and compiling reports. 

In the final analysis the practicability 
of introducing any machine is based on 
the principle that where a duplication of 
operations or processes exists in any un- 
dertaking, the routine work can be stand- 
ardized and a machine employed to ad- 
vantage. The machine method results not 
only in speeding up the performance but 
it will give also assurance of greater ac- 
curacy. Further, the replacement of the 
human element is to be desired for all 
work that does not call for mental de- 
cision. 

The plan which follows deals with the 
mechanical and accounting aspects of em- 
ployees’ accounts, how it is tied in with 
payroll writing, how the required reports 
are obtained therefrom, how bonds are 
issued and controlled, and the like. The 
plan, therefore, calls for a payroll ma- 
chine to prepare the employees’ weekly 
earnings and deduction statements, and 
the payroll journal at one operation in 
the fastest and simplest manner possible. 
Then, after that time limited job has 


been completed, the same machine is used 
to post the employee ledger showing all 
items and totals to date or balances which 
will be required for government reports 


and employees’ annual or separation 


statements. 


PAYROLL WRITING 


The computation of gross earnings is 
closely related to any company’s basic 
wage policies and its methods of opera- 
tions, and it would serve no useful pur- 
pose to discuss some of these problems in 
a general way. However, it should be em- 
phasized that the social, economic, politi- 
cal and military developments of the last 
few years have brought about many 
changes in every company’s basic wage 
policies, and have complicated the com- 
putation of employees’ gross earnings. 

Witness for example the basic 40 hour 
week of the Fair Labor Standards Act 
with its minimum wage and overtime rfe- 
quirements and the resulting problems 
of what is meant by exempt and non- 
exempt employees, basic rate of pay, 
average rate of pay, hours worked, travel 
time, incentive pay. 

Because of the military procurement 
program, most employers are now subject 
to the Walsh-Healy Act and must deter- 
mine overtime hours in excess of eight 
hours per day instead of on a weekly 
basis. The day is defined to begin when 
the employee reports to work and over- 
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time hours must be computed when they 
are in excess of eight during each twenty- 
four hours’ period. If an employee is 
in work necessary to the war effort, Ex- 
ecutive Order No. 9240 applies as to 
time and one-half for the sixth day and 
double time for the seventh day. Many 
problems arise here as to how the sixth 
and seventh day must be determined. 

Under the wage stabilization program, 
problems in the computation of earnings 
include incentive pay, premiums for shift 
differentials, back pay, sick pay, vacation 
pay, Christmas bonuses or otherwise, dis- 
tinctions between hours worked, hours 
paid for, overtime hours, lunch periods, 
etc. 

It is readily apparent that the compu- 
tation of gross earnings is now but a 
start as far as payroll preparation is con- 
cerned. These computations must be trans- 
ferred from the time card to the payroll 
journal itself and deductions made from 
gross earnings so as to arrive at net pay. 

A definite trend has developed within 
recent years in deductions from gross pay. 
It was not until 1937 that a fixed deduc- 
tion was created for each employee each 
week, namely, the social security tax, to- 
gether with the rendering of a statement 
for such a deduction. Since that time, 
there has been added to the group of 
deductions—hospitalization fees, group 
insurance, union dues, retirement annuity 
deductions, withholding tax and bonds. 
These are the rule rather than the excep- 
tion today. 

In addition, there are hosts of other 
deductions. These include Golden Rule 
contributions, mutual benefit dues, credit 
union dues, savings account deposits, ad- 
vances, charges for uniforms, safety equip- 
ment such as shoes and gloves, tools, 
trade magazines, locker keys, and the like. 


Enforced savings may be another item 
added to the list before long. Anyone 
who has had to prepare a payroll and use 
an adding or calculating machine to sub. 
tract the deductions from each employee's 
pay knows what a slow and _ tedious 
process this is. 

The machine used in this plan auto- 
matically adds the gross earnings, sub- 
tracts the deductions and prints the net 
pay for each employee in one fast opera- 
tion. Further, all significant totals are 
automatically accumulated and automati- 
cally printed in the proper columns in the 
journal at the end of each department or 
as often as desired. 

For the payroll writing operation, the 
payroll journal is inserted around the 
platen of the machine as you would in- 
sert a sheet of paper in a typewriter. The 
employee's statement is put into the ma- 
chine and automatically drops to the 
proper printing point. By the use of spot 
carbon, this statement is prepared at the 
same time as the payroll journal. Devel- 
opments recently incorporated in this type 
of machine now permit the automatic 
ejection and stacking in numerical order 
of the employee’s weekly earnings state- 
ments as they are produced. 

If employees are paid by check, the 
writing of the check is also done on this 
machine and is 100 per cent. automatic. 

The first chart shows how the Addresso- 
graph was used to advantage before the 
actual payroll writing operation. Once an 
employee's plate has been prepared, it is 
used as long as the employee remains an 
employee. The plate is used to prepare 
the payroll journal and time card. The 
same plate is used for the social security 
réceipt and the receipt signed by the em- 
ployee for his net pay. 

By the use of carbon, these two receipts 
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were obtained by one Addressograph plate 
impression. The same plate was used to 
head up the ledger sheet. 

You will also note from the first chart 
that there is no posting of an earnings 
ledger during the payroll writing opera- 
tion. This would complicate and retard 
the preparation of the cash envelope and 
thereby accentuate the payroll peak. In- 
stead, an employee’s new ledger card 
showing cumulative earnings, tax and 
status of bond account has been provided 
for in a subsequent step. The heading 
of this employee's ledger sheet is used in 
place of a fixed deduction card to show, 
among other items, the amount of bond 
deduction and also to indicate when the 
1 per cent. social security tax reaches the 
exempt status. 

As mentioned previously, one of the 
complicating problems which has been 
largely increased, particularly in the clos- 
ing periods of the year, is the determina- 
tion of the point at which FICA deduc- 
tions cease. 

Many plans have been set up to pro- 
vide for this. I believe the method out- 
lined provides this result simply, and 
without the necessity of maintaining aux- 
iliary records. As the amount of total 
earnings reaches a predetermined point 
(say, nominally $2,900), a red tab is at- 
tached to the record card. After the clock 
cards have been figured and at the time 
the payroll writing deductions are made, 
the proper amount of earnings subject 
to the tax is determined by reference to 
the cumulative earnings shown on the em- 
ployee’s card. After all the earnings of 
an employee are exempt, a rubber stamp 
so indicating is used as a guide to the 
payroll writing machine operator. 


EMPLOYEES RECORDS 


A copy of the payroll journal is used 
for posting the current figures to the in- 
dividual employee’s ledger. A Proof Jour- 
nal is inserted around the platen of the 
machine, and after its initial alignment, 
the form spacing is entirely automatic. The 
cumulative balances from the previous 
week are picked up from the ledger card 
and inserted in the machine after which 
the carriage opens for insertion of the 
ledger card on a predetermined fixed 
line—no manual alignment is necessary. 
The employee’s gross earnings for the 
week are entered on the keyboard and 
ptinted by the machine, a mere touch of 
the motor bar automatically adding the 
previous total earnings and printing the 
new total earnings to date. 

Withholding tax deductions are accu- 
mulated for the year-to-date in the same 
manner—and thus a statement can be 
furnished the employee immediately at 
the end of the year or on separation of 
employment. This statement is prepared 
in triplicate, and is simultaneously com- 
pleted at the time of the posting of his 
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earnings for the last week of employ- 
ment. 

The original is for the employee and 
shows his total earnings and withhold- 
ing tax to date. The duplicate is the W-2 
return and is retained by the employer 
until the end of the year at which time 
it is mailed to the Collector of Internal 
Revenue in place of Federal Information 
Return form 1099, and reconciled with 
all the other W-2’s and the W-3. The 
triplicate is for the Massachusetts Com- 
missioner of Corporations and Taxation 
where the employee’s earnings are in ex- 
cess of $2,000. 

Note that the employee’s social security 
number, together with his name and ad- 
dress, appear on the form. The social se- 
curity number was impressed at the time 
the payroll clerk pulled his plate from 
the employees’ Addressograph file. 

In operation, the plan has shown that 
without creating any peak period what- 
ever and without extra clerical help, it is 
simple and easy to supply your employees, 
within one week of the close of the last 
pay period for the year, with a receipt 
of his earnings and withholding tax for 
the year, mail out the duplicate W-2’s to 
the Collector of Internal Revenue and 
the triplicate to the Massachusetts Com- 
missioner of Corporations and Taxation. 
Further, you can be assured that all of 
the figures used are correct, since they 
were under accounting control each week 
of the year. 

The entry for the purchase of war 
bonds is made as the current deduction is 
posted if the new balance is large 
enough. This is quickly determined by a 
glance at the visible dials on the machine 
before the new balance is printed. As 
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soon as the journal is completed for a 
particular control section, it is used as the 
basis for the pulling of the addressograph 
plates which are used to write bonds for 
those entitled to them. 

Totals in the machine are automatically 
accumulated and automatically printed 
for earnings this week, earnings to date, 
withholding tax this week, withholding 
tax to date, bond deductions this week, 
bond purchases this week, and bond bal- 
ances at end of week. These figures are 
used to prove the accuracy of the postings 
and for balancing with the sectional con- 
trols. 

The operation of the machine is so 
fast that it takes less time to insert the 
current figures and obtain cumulative 
balances and bond balance than it would 
if only the current bond deduction was 
to be posted by hand to the bond account. 
Further, the machine is as automatic and 
as easy to operate as an adding machine. 
From actual experience, a new operator 
can easily obtain a production of 120 
cards per hour within one week of opera- 
tion. One reason for this is that the 
keys can be depressed simultaneously with 
the motor bar, thereby practically ob- 
taining a continuous mechanical opera- 
tion. 

Another reason is that a simple touch 
of the motor bar gives automatic selection 
of all operation mechanisms with te- 
sulting automatic column positions. No 
selection of operating keys is required, 
as each column position controls and se- 
lects its own accumulating mechanism. 

An advantage in the maintenance of 
the combined ledger is that employee 
changes—new hires, transfers or sepata- 
tions, require the handling of but one 






Chart Il—Employee’s Accounting 
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record. There is only one ledger card 
for each employee for the year, it is easy 
to handle, to read or to locate, it does 
not require extensive filing equipment, 
and by the use of carbons, it is possible 
to prepare practically all of the reports 
required, at the time this card is posted. 

The above plan eliminates all mental 
calculations, the information obtained is 
printed and is easy to read at all stages 
of the procedure, there is no need to con- 
tend with illegible figures. The machine 
operation makes it possible to measure re- 
sults easier, it results in a minimum of 
supervision and planning and it performs 
more work with less effort. 


Bonp IssuES TO EMPLOYEES 


The second chart includes the payroll jour- 
nal showing purchases of bonds by employees, 
representing a total value of $1,162.50. The 
same information is of course reflected on the 
individual ledger card which has been offset 
in the tray, so thet a clerk can readily find 
the specific cards showing which employees 
are entitled to a bond for the week. These 
cards are used as the basis for the pulling of 
the bond Addressograph plates, the plates be- 
ing put in the proper denomination tray. When 
this operation has been completed, the plates 
are counted by trays and the number of plates 
entered on the summary of bonds issued 
schedule. The units so recorded are extended 
at cost and entered on the schedule, at which 
time the total value is compared with the 
predetermined journal total. 


1,000 BonDs IN 8 Hours 


The bonds are then written up, dated, and 
stamped simultaneously (validated) by the 
Addressograph plate, No hand stamping of the 
bonds is therefore’ required. The bonds are 
mailed the day after the employee receives his 
weekly pay showing the current deduction 
for bonds. Experience has shown that under 
this method it takes only eight clerk-hours of 
work to issue and mail 1,000 bonds. 

The bond Addressograph plate is the same 
as that used for the W-2 receipt. In the en- 
tire payroll writing operation and bond issue, 
only two Addressograph plates per employee 
are used, one for the clock card, the regular 
payroll writing operation, and the quarterly 
social security reports; the other for the issue 
and stamping of bonds and the preparation of 
the W-2 returns. 


CasH REFUND OF BOND BALANCE 


For termination employees, the amount of 
the bond balance is deducted from each ac- 
count when their cumulative earnings and 
taxes are listed on the weekly termination 
journal for deduction from the active balances 
of the sectional control accounts. The usual 
journal previously described is prepared simul- 
taneously in this operation and is used not only 
as the basis for the accounting control of ter- 
minations but also the amount of cash re- 
funds entered in the payroll allotment cash 
journal. The employees’ ledger cards are then 
given to the bond bookkeeper who writes 
checks payable to each employee, and mails 
them with the W-2 receipts within one week 
of each termination. 

Where other employees request: a refund 
of the balance in their bond account, an ad- 
vice is given to the machine operator to close 
out the balance at the time of the listing of 
terminations for the week. When this has been 
done, checks therefor ate issued to the em- 
ployees. 








The Controller, December, 1944 





Chart III—Bond Controls 
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BoND ACCOUNT CONTROL 


Because of the macnine control of the value 
of bonds issued to employees, the plan makes 
possible the control of bonds on hand on the 
basis of a weekly count and disregards the 
maintenance of records reflecting bond serial 
numbers. After the bonds are issued for the 
week but before they are mailed out, a physical 
inventory of the remaining bonds on hand is 
taken and entered on the summary of bonds 
issued schedule. The total so obtained must 
agree with the predetermined total of bonds 
on hand at the end of the week as shown by 
the payroll allotment cash journal. 

At the end of each month the bond pur- 
chases and issues are proven by comparing 
purchases for the month with the inventory 
of bonds on hand at the beginning of the 
month, bond issues for the month and the 
inventory of bonds on hand at the end of the 
month. The schedule is designed so as to form 
the basis for the preparation of the monthly 
statement of sales required to be made to the 
fiscal agent of the United States. 

The payroll allotment cash journal is in fact 
a Boston ledger giving daily balances for cash 
in bank, amount due employees and bond 
inventory. Necessarily there is reflected in it 
amounts deducted from employees’ pay, the 
purchase value of blank bonds, together with 
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the issue price of bonds and the amount of 
refunds which have been deducted from the 
individual employee’s accounts, as shown by 
the summary control account of the earnings, 
tax and bond journal. 




















CONTROL ACCOUNTS 


Controlled accounts of course are used to 
prove that all_the work performed is mathe- 
matically in balance and also to help in local- 
izing errors and to make it easy to correct 
them, 

Control accounts for earnings, tax and bond 
are handled on the same basis as each individ- 
ual employee’s account and the machine opera- 
tion is exactly the same as for the posting of 
the individual account, except that the amounts 
involved represent summaries of groups of in- 
dividual cards. It has been found expedient to 
group such cards in batches of approximately 
300. 

The “transfers out’’ are first listed on each 
control account journal and automatically to- 
taled by the machine. “Transfers in” are like- 
wise listed and totaled. All the required to- 
tals of each control account are then listed 
on the machine to prove that the “transfers 
in” equal the “transfers out.’ “Transfers in” 
are listed last so that the cards can then be 
quickly filed in the same order as the names 
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Chart 1V—Accounting Control 
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appearing on the payroll journal. This helps 
speed up the posting operations from which 
the weekly figures of earnings, tax and bond 
deductions are taken. 

Terminations are also handled as a separate 
step at the beginning of each week immediately 
following the proving of the “transfers in” 
and the “transfers out.” Incidentally when the 
employee’s Addressograph plate is pulled out 
from the active employees’ file, the plate is 
used to impress the employee’s social security 
number and name on the W-2 form. (This 
plate is then transferred to an inactive file 
for final use for the preparation of the SSib 
report at the end of the quarter.) The W-2 
form is thus used as a guide to pull out the 
employee’s ledger card for listing on the 
weekly termination journal so that the appro- 
ptiate amounts can be deducted from the 
proper control account. The figures shown on 
the W-2 form for earnings and tax are ob- 
tained at the time of this operation. 

A control account is maintained for all ter- 
minations to facilitate the reconciliation of all 
W-2’s at the end of the year with the W-3. 

After the totals of the individual balances 
shown on the earnings, tax and bond journal 
have been proved with the sectional control 
accounts, a summary control is prepared to 
prove that all the work performed for all the 
sectional controls is mathematically in bal- 
ance. 

SociAL SECURITY REPORTS 


The Addressograph plate used for the writ- 
ing of the employee’s name on the weekly 
payroll is also used for the writing of the 
social security number and employee’s name 
on the Federal and State quarterly reports of 
taxable earnings. Three copies of the report, 
namely, the original Federal SS1b and two 
State Forms No. 1 are prepared simultaneously 
by the use of one time carbon which is de- 
tached from the forms immediately after the 
impressions have been made. 

The machine operation for the quarterly so- 
cial security report is extremely automatic and 
simple. The operator merely enters on the key- 
board the total previous earnings reported up 
to the end of the prior quarter and touches the 
motor bar to print this amount on the Social 
Security Journal sheet. She then inserts the 





employee’s ledger card and enters the total 
earnings for the year to date. If in any case 
total earnings “ave exceeded $3,000, the ac- 
tual amount of excess is simply entered on the 
keyboard. The machine now automatically sub- 
tracts the smaller earnings figure from the 
total yearly earnings up to $3,000, and through 
a mere mechanical operation, prints the resuit- 
ing taxable earnings for the quarter on the 


Chart V—Social Security Reports 
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individual ledger card and the four copies 
underneath it. 

All figures involved in this operation are 
printed simultaneously by the use of carbon 
on the Social Security Journal sheet which 
serves as the employer’s copy of the Federal 
Form SSib. The machine accumulation of the 
total earnings to date, previously reported 
earnings, and taxable amounts for the quar- 
ter will print at the bottom of each sheet 
of the journal so that there is available a 
complete transcript of every figure picked up 
or posted. These totals are used for recoricilia- 
tion with the amounts involved in the account- 
ing control of the aggregate taxable wages for 
the quarter. 

Since earnings to date have previously been 
proved throughout every week of the quarter, 
the preparation of these reports does not re- 
sult in any peak load. The social security re- 
ports to both the State and Federal Govern- 
ments are completed and proved within one 
week of the close of the quarter. Under the old 
system of hand operation, such reports were 
never completed until at least 28 days after 
the close of the quarter and perhaps always 
at the cost of a lot of overtime hours and out- 
side clerical help. 


SUMMARY 


The main advantages of this mechanized 
plan are as follows: 

1. The payroll writing is first completed 
in one fast and efficient operation. 

2. War bonds are issued to employees at 
time of pay deduction for the bond. 

3. Cash refund of bond balance is quickly 
and automatically made to all terminated 
employees. 

4. Proof of war bonds and amounts due 
employees for war bonds is available 
daily. . 

5. Employees account gives instant determi- 
nation of when FICA deductions cease. 

6. The W-2 receipt is automatically pro- 
duced for all termination employees as 
a by-product of the earnings record. 

7. The W-2 receipt is likewise automati- 
cally produced for all employees at the 
end of the year. 

8. The Plan eliminates all peak loads. 

9. The Plan makes it possible to reduce 
substantially the clerical cost of main- 
taining employees’ accounts as required 
for government purposes and reports. 

10. From actual experience the Plan shows 
that it is more economical and efficient 
to operate than any other system yet 
devised. 


Most business men today now recognize that 
the mechanization of office work can pay large 
dividends. Experience has shown that the plan 
which I have developed has eliminated ail 
peak loads and reduced cost operation sub- 
stantially. In actual operation the plan has 
more than met expectations, and with its at- 
tendant advantages of mechanized operation 
and control, it may be applied to al! payrolls, 
large or small, to represent a highly efficient, 
accurate and economical solution for today’s 
payroll requirements. 


Municipal Accounting Publications 

‘Accounting and Financial Procedures of 
Local and State Governments’’ is the title of a 
reference bulletin recently issued by the Mu- 
nicipal Finance Officers Association, located at 
1313 East 60th Street, Chicago, 37, Illinois. 
It describes the publications of the Association 
and of the National Committee on Municipal 
Accounting, which represents eight organiza- 
tions interested in developing and promoting 
higher standards of municipal accounting. 
Prices and other detailed information about 
the publications are available by writing to the 
Association. 
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how. An example of such a wise poli- 
tician is Secretary Ickes who staffed his 
Petroleum Administration with oil men. 
You can choose your own examples of 
unsuccessful politicians who staffed their 
office with college professors, lawyers and 
social workers. I am sure that American 
business management is equal to the job. 

But even if we do have resources, fa- 
cilities, manpower, and management, we 
can still fail if we lack public confidence 
in the ability of American business to do 
the job. We will not have that public 
confidence if the people do not under- 
stand the social functions performed by 
business. This is where the controller 
comes in because he has the facts which 
describe the social behavior of his com- 
pany. 

I suppose a reasonably accurate defini- 
tion of the social function of business is 
that it is to make available to the public 
an abundance of goods and services and 
to also make available, through its ex- 
penditures, the purchasing power which 
makes it possible for the public to secure 
those goods and services. Both of these 
parts of the definition are equally impor- 
tant, but the importance of the business 
function of distribution of purchasing 
power is a rather recent idea measured in 
the time of the history of man. 


Two-Way CONCEPTION 


We are making considerable progress 
in the development of this two-way con- 
ception of business. We know how im- 
portant the maintenance of wage distribu- 
tion at a high level is. Our policies of 
open selling prices and uniform buying 
practices are all part of the pattern of 
keeping the supply of goods and services 
in balance with public purchasing power 
and both at a high level. We need a more 
rapid development of this idea and a 
wider spread appreciation of it on the 
part of the public. 

We must think and talk more in terms 
of gross receipts and gross expenditures 
instead of in net results. When we think 
in these terms, surplus productive ca- 
pacity does not become a burden—it be- 
comes a challenge to increase purchasing 
power so that the surplus capacity can be 
absorbed in the production of more 
needed goods. More production, more 
sales, more activity, more employment, 
more investment—these become the pri- 
mary aims. More net profits will be the 
secondary aim but the almost inevitable 
result of more of all of these things, 
based as they are on volume production 
and distribution, not on large matyins in 
unit prices and costs. 

If we are to shift our accent from net 
profit results to gross volume production 
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and distribution, the controller has at 
least two important places in the pro- 
gram. 

First, he has the facts about his own 
company operations. The sum total of the 
national business effort is the aggregate 
of all of the efforts of all of the business 
units of the nation. There should be some 
way of getting reliable figures on all of 
the factors involved in this revised con- 
cept of the business function. There are 
plenty of reliable figures on net earnings 
per share of stock arranged by industries, 
by sizes, by locations and by every other 
conceivable classification. I am_ talking 
about equally reliable and comprehensive 
statistics on volumes of production and 
distribution, on capacities, on prices, costs 
and margins, on purchasing power, on 
employment and wages, on consumer 
needs and wants, on capital expenditures, 
on the many factors which measure gross 
activity of the entire business community. 

Yes, I am talking about more statistics 
and more questionnaires. I know how you 
feel about these things, but not many of 
you have had the experience I had in be- 
ing shoved into an empty office in Wash- 
ington and told, “Your job is that of 
petroleum supply. See to it that the mili- 
tary, industrial and essential civilian re- 
quirements for oil are met and don’t let 
any one run out.” And then you discover 
to your horror that no one knows what 
oil is used for and no one knows who has 
oil or who needs it and no one knows 
the financial and competitive barriers 
that are going to keep you from doing 
your job. So you send out questionnaires 
and they are poorly constructed, full of 
contradictions—your terms and defini- 
tions have different meanings to different 
people. You have no idea how many dif- 
ferently based answers you can get to a 
seemingly definite question such as, 
“How much gasoline did you produce 
last year?”’, or “How many surplus tank 
cars do you have?” 

We need more facts on these subjects. 
We need definitions of terms. We need 
critical analyses of the composite records. 

Perhaps the Controllers Institute 
should take a hand in this work, and 
participate actively in the design of sta- 
tistical records of this kind, to be gath- 
ered together by trade associations or by 
government agencies. 

A second place for the controller is in 
the education of the public as to the so- 
cial performance of his company. Per- 
haps we should have, in addition to the 
reports to the stockholders and to. the em- 
ployees, an annual report to the public. 

Such a report would not particularly 
stress the size of the net profit made, but 
it would certainly tell how the net profits 
were disbursed and whose purchasing 
power was increased by the disbursements 
of profits. The report would not mention 
“Revenue from Sales,” but the same 


numbers would be labeled ‘Volume of 





Goods and Services used by the Public,” 
for that is what this concept means. The 
money received by the company measures 
the contribution the company has made 
to the standard of living. That horrible 
sounding item, “Costs of Operations,” 
becomes, “Purchasing power created in 
the hands of the public.”” From the pub- 
lic point of view, that is exactly what 
those numbers mean. The money spent 
by the company measures the contribu- 
tion the company has made to public pur- 
chasing power. 

All of the other items on your balance 
sheet and profit and loss statements 
should be similarly labeled and described. 
“Fixed Assets” become the “Lands, tools 
and machinery used to produce and dis- 
tribute the goods and services made avail- 
able by the company to maintain and in- 
crease the American standard of living.” 
“Funded and Long-Term Debt’ becomes 
the “Savings of the people which the 
company has borrowed and channeled 
into increased purchasing power.” 

Such a report would not look from in- 
side the corporation out to a vacuum. It 
would be the answer to the question of 
the public—“What is your company do- 
ing for the public standard of living and 
for the public purchasing power?” 

I think that the American business 
system will be evaluated by the public 
favorably or unfavorably by the way it 
performs its social functions. It would be 
disheartening if industry performed these 
functions well, but the form of industry 
organization were changed by the public, 
because the public did not understand 
what the functions of business were and 
how well these functions were being per- 
formed. Controllers have the job of tell- 
ing them of the facts. 


No Dumping Policy for 
Post Exchange Stocks 


The United States Department of Com- 
merce assured business men on November 
1 that the Army has no intention of 
dumping its stocks of post exchange mer- 
chandise on the market at war's end. 
These stocks were recently inventoried at 
$31,000,000. 

A plan of liquidation has been devel- 
oped whereby surpluses at Army ex- 
changes will be offered: 


1. To other exchanges in the same 
service command. 

2. To exchanges outside the service 
command. 

3. To other Government agencies. 

4. To the original seller or manufac- 
turer, at the same price the Army paid 
for the goods. (The Army also will pay 
transportation back to the seller's ware- 
house.) 

5. If the seller will not pay this price, 
the goods will be put up for public auc- 
tion. 
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NO. DON’T TRY IT THIS WAY! 








Poli, 
























































So FAR as manual labor 
goes, an office force selected 
only for ambidexterity could 
prepare your payroll checks 
in short order. 

But efficiency calls for 
more than the use of two 
hands. If you want a pay- 
roll method that will — 


Shorten the time it takes to 


write checks and get them to 
your employees — 
Cut down the cost per check — 
Reduce to a minimum the 
number of payroll clerks 
required — 
Simply call your nearest 
Comptometer Co. represen- 
tative and ask for details on 
the Comptometer Check-and- 


COMPTOMETER 


ADDING-CALCULATING MACHINES AND METHODS 














Payroll Plan. There’s no 
charge ... and he'll be glad 
to explain this quick and 
efficient method without obli- 
gation. The Comptometer, 
made only by Felt & Tarrant 
Manufacturing Co., 1734 
N. Paulina St., Chicago 22, 
Ill., is sold exclusively by 
the Comptometer Co. 


REG. U.S. PAT. OFF. 
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Letters from Controllers Commend Annual Meetin§ac 
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MEMBERS PROUD OF 
ANNUAL MEETING 


ARTHUR R. TUCKER 
Managing Director: 


The success of the Thirteenth Annual Meet- 
ing of the Institute in Chicago is, I am sure, a 
source of pride on the part of the members of 
The Institute and the Board of Directors par- 
ticularly, and reflects great credit on the work 
done by you and your associates. 

Permit me to extend my congratulations to 
you on the coordination of the many Institute 
problems which present themselves in an un- 
dertaking of such great magnitude. 

It was a real privilege to have been present 
at the meetings. The President's Dinner was 
a very nice affair and, for me, was one of the 
high-spots of the week. 

With best personal regards, 

C. W. BorTon 
Vice President, 
Irving Trust Company, 

New York, N. Y. 


“EXCELLENT PROGRAM” 


ARTHUR R. TUCKER 
Managing Director: 


Congratulations for the excellent program 
in Chicago. 

The subjects were timely and the speakers 
well chosen to make such an outstanding con- 
tribution to our profession. The reception and 
dinner and annual banquet made our work 
periods more enjoyable. The Stevens did very 
well considering war conditions and the handi- 
caps of reopening. 

Thanks to you and the Chicago men who 
handled all of it so well. 

D. F. ZEHRUNG, Controller 
The National Screw & Manufacturing 
Company, Cleveland, Ohio 


“A FIRST CLASS JOB” 


PAUL HAASE 
Assistant Secretary: 


Although I did not have a great deal to do 
with the industry conferences, the small part 
that I had in it was made much easier by your 
cooperation and I want to thank you very 
much for it. I was very favorably impressed 
by the Chicago meeting both from the stand- 
point of the excellence of its program and the 
general smoothness of operation. The whole 
thing was a first class job from start to finish 
and, I think, was the most successful meeting 
of this type that I have ever attended, 

E. J. Down, Controller 
Schwitzer-Cummins Company 
Indianapolis, Indiana 


SPECIAL PUBLICATION PRAISED 


ARTHUR R. TUCKER 
Managing Director: 


This is to acknowledge receipt of the special 
publication of Annual Meeting events as put 
out by the National Cash Register Company 
during the meeting of The Institute in Chi- 
cago, and I wish to express my thanks for the 
same. 

I believe that this is a very valuable addi- 
tion to the material that you sent members, in 


that it shows the faces of many with whose 
names we are familiar, but have not met be- 
cause of our inability to attend the meetings. 
B. J. Mertz, Comptroller 
The Buckeye Union Casualty Company 
Columbus, Ohio 





Proceedings of Annual 


Meeting Published 


The complete proceedings of the 
Thirteenth Annual Meeting of The 
Controllers Institute of America 
have been issued as early as possi- 
ble in printed form and sent with- 
out charge to each member of 
The Institute. Non-members— 
and members desiring additional 
copies—may order them at 50 
cents each, $2.00 for the series of 
five booklets. Titles in the series 
are: 


“Contract Termination and In- 
dustry Reconversion.” 

“Federal Taxation: Today and 
Tomorrow.” 

“Current 
Controllers.” 

“The Controller and the Post- 
war Economy.” 


“Labor Relations.” 


Considerations for 











MOST EFFICIENTLY 
CONDUCTED CONFERENCE 


ARTHUR R. TUCKER 
Managing Director: 

It was more than a pleasure to attend the 
recent meeting in Chicago. It was one of the 
most efficiently conducted conferences that it 
has ever been my pleasure to attend. 

You have certainly done a swell job with 
this Institute of ours. 

SHANNON M. GAMBLE 
Standard-Coosa-Thatcher Company, 
Chattanooga, Tennessee 


QUALITY OF PROGRAMS 
HIGHLY COMMENDED 


H. M. KELLEY 
Assistant Secretary: 


I certainly enjoyed attending the Thirteenth 
Annual Meeting of the Institute held in Chi- 
cago, and believe that the Officers and various 
committees are to be highly commended upon 
the quality and broadness of the programs. It 
was certainly worth while. Some of the ofh- 
cials of the companies with which I am asso- 
ciated attended the banquet at which Mr. Eric 
Johnston spoke, and they were very high in 
their praise of the make-up of our organiza- 
tion, as well as the manner in which the affair 


was conducted. They were highly compli- 
mentary of the speeches and feel that The In- 
stitute made an exceptionally fine selection in 
choosing its principal speaker. 
W. G. GIDDINGs 
Island Creek Coal Company, 
Huntington, West Virginia 


AN OUTSTANDING CONVENTION 


ARTHUR R. TUCKER 
Managing Director: 


May I take advantage of this opportunity in 
expressing the thought that our National Con- 
vention which was held in Chicago was, in my 
opinion, one of the most outstanding conven- 
tions I have ever attended. 

E. A. GRATTON 
Controller and Assistant Treasurer 
Bundy Tubing Company 
Detroit, Michigan 


BEST MEETING IN THE 
INSTITUTE’S HiSTORY 


“Following dinner, Mr. Dyer, Mr. Marsh, 
Mr. Hands, and Mr. Turner each reported on 
his impressions of the Annuai Meeting in Chi- 
cago, and the opinion of those attending 
seemed to be that that meeting was the best 
and most instructive meeting thus far in the 
history of The Controllers Institute. It was 
frequently stated that even though a great 
many conventions of various organizations had 
been attended in the past, this was completely 
different in that it actually dealt with the prob- 
lems which confront the attendants from day 
to day, and therefore was really in the nature 
of a seminar. The result of the talks was that 
those members not attending felt a real sense 
of envy toward those who had been able to 
make the trip, and all expressed a sincere de- 
sire to be able to attend the next annual meet- 
ing.’—FROM THE MINUTES OF THE 
MEETING OF THE DALLAS CONTROL, 
OCTOBER 24, 1944. 


“EXCELLENT CONVENTION” 


ARTHUR R. TUCKER 
Managing Director: 

I cannot refrain from writing to express my 
admiration and appreciation for the recent excel- 
lent convention in Chicago. I know that while 
most of the results were accomplished by the 
various committees, it was no doubt your guid- 
ing influence which succeeded so well in. mak- 
ing my trip to Chicago so tremendously worth 
while in every respect. 

Of course, the outstanding feature was the 
message of Eric Johnson, and that alone would 
have been worth the time and effort in making 
the trip from the Coast. 

THEODORE ROTHMAN 
Pig’n Whistle Corporation, 
Los Angeles, California 


BIGGER AND BETTER 


ARTHUR R. TUCKER 
Managing Director: 

“IT want to congratulate you on the fine meet- 
ing that was held in Chicago. Each year it 
seems the Annual Meeting is bigger and bet- 
sui Mitton E. STOVER 


Fruehauf Trailer Company, 
Detroit, Michigan 








tingid Cover Other Subjects of Current Importance 
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SHORT-CUT FORMULA FOR 
WITHHOLDING TAX 


ARTHUR R. TUCKER 
Managing Director: 


We expect to handle payroll deductions 
under the new income tax bill on the basis 
of table for our weekly employees and for- 
mula for our monthly employees, i.e. those 
over $250.00 per month. : 

I have developed a short-cut formula for 
computation for the deduction on the monthly 
amounts, copy of which follows. This formula 
simplifies the computation, particularly on 
those amounts where the 19.8 per cent. deduc- 
tion is applicable. 

I am sending this to you with the thought 
that it might be of general interest as I have 
not seen a similar table published elsewhere 
as yet. 

JOHN A. WILLIAMS 
Niagara Hudson Power Corporation, 
Syracuse, New York 


The formula follows: 


A—If monthly salary is less than amount 
shown in column 3 on the applicable 
line in the table below, the amount to be 
withheld is: 

2.7% of excess of salary over $46.00, 
plus 

18.% of excess of salary over amount 
shown in column 2. 


B—If monthly salary is more than amount 
shown in column 3 on the applicable 
line in the table below, the amount to 
be withheld is: 

Amount shown in column 4, plus 
22.5% of excess of salary over amount 
shown in column 3. 


TABLE 
1 2 3 4 
Max. 
Number Amount Amount Withholding 


Withholding Withholding Subject to on Amounts 
Exemptions Exemptions 189 Rate in Col. 3 


0 0 $184 $36.85 
1 $46 230 38.09 
2 92 276 39.33 
3 138 322 40.57 
4 184 368 41.81 
5 230 414 43.06 
6 276 460 44.30 
7 322 506 45.54 
8 368 552 46.78 
9 414 598 48.02 
10 460 644 49.27 
EXAMPLES 


1. Employee A is married, has three depend- 
ents and claims the exemption for his wife, 
which gives him five withholding exemp- 
tions. His monthly salary is $400.00 His 
monthly payroll deduction is $40.16, com- 
puted as follows: 

Salary is less than amount shown on line 
5 in column 3, so formula A” is used: 


2.70 of $354.00 





($400.00—$46.00) $ 9.56 

plus 18.% of $170.00 
($400.00—$230.00) 30.60 
$40.16 


~ 


Employee B is single with no dependents 
so he has one withholding exemption. His 
monthly salary is $275.00. His monthly 


payroll deduction is $48.22, computed as 
follows: 
Salary is more than amount shown on 
line 1 in column 3, so formula "B” is 
used: 
Amount on line 1 


in column 4 $38.09 
plus 22.5% of $45.00 
($275.00—$230.00) 10.13 





$48.22 





Special Booklet Is Available on 
“Non-Necessity Certificates” 


A special 8-page pamphlet entitled 
“Application for Non-Necessity Cer- 
tificates” was published by the Con- 
trollers Institute of America in mid- 
November and sent without charge to 
members of The Institute. Non-mem- 
bers—and members desiring additional 
copies—may obtain the publication at 
25 cents each by communicating with 
National Headquarters, One East For- 
ty-second Street, New York 17. 

The material in the booklet was 
prepared by a committee which in- 
cluded Mr. E. E. McConnell, vice- 
president of The Institute and comp- 
troller of Norton Company, Worces- 
ter, Massachusetts; Mr. J. W. Narrin, 
of the Packard Motor Car Company, 
Detroit; and Donald L. Wilkins, of 
Management Plansing, Inc., Washing- 
ton, D. C. 

The booklet brings out salient 
points in connection with certificates 
of non-necessity which are now avail- 
able upon application to the War Pro- 
duction Board, which body received 
authority to issue non-necessity certifi- 
cates by a recent Executive Order. 


SECTION 122 AS A “MODEL” 
ARTHUR R. Tucker, Editor 
“The Controller.” 
Dear Sir: 


In the September issue of “The Controller,’ 
Mr. Edward P. Tremper, Jr. described Section 
122 as a model section for an Internal Revenue 
Act. The following is an excerpt from the ar- 
ticle contributed by Mr. Tremper: 

“The application of Section 122 is precise. 
There are in it no elections as to the order of 
application. A net loss is first carried back to 
the second preceding year. To the extent that 
it is not absorbed in. that year, the balance is 
carried back to the first preceding year. If any 
of the net loss then remains, it ts carried for- 
ward to the first succeeding year and from then 
to the second succeeding year. This order is 
maintained with relation to two succeeding net 
loss years, the loss of the first year being fully 
applied in strict chronological order before ap- 
plying the loss of the second year. 

“The definition of the net loss which is car- 
vied backward and forward is not necessarily 
the same figure that would appear on the tax 
return, It is adjusted to a statutory conception 
of true economic net loss. To determine this 
adjusted figure, certain items as non-taxable in- 
come are included, certain non-deductible ex- 
penses are deducted, capital gains and losses 
tf otherwise subject to limitations are included 
in full, and percentage depletion may be ad- 














justed to a cost basis. The years to which the 
loss is carried are also adjusted in a somewhat 
similar manner.” 


Delete subsection (c) from Section 122 and 
the section might then be considered a fair 
pattern of what a section of the Internal Rev- 
enue Act should be like. A careful analysis 
of the language used in subsection (c) does 
not result in the expression of any intended 
purpose that could be termed both equitable 
and definite. The intended purpose as ex- 
plained in the Regulations does, however, re- 
quire a very definite procedure. Under the 
Regulations the year to which the loss is car- 
ried will be adjusted to the same extent, in a 
different manner of procedure, as the loss year 
or any interim income year and will, in effect, 
result in the taxing of an amount equal to the 
excess of percentage over cost depletion in the 
year for which a computation is being made 
to determine the amount of a tax liability or 
the amount for which a refund claim “is in 
order. 

Under the Regulations a taxpayer engaged in 
the production of oil and gas will have a very 
doubtful chance for the recovery of any amount 
as a relief against possible postwar year losses. 
The loss may be an economic loss of consider- 
able consequence; but when this net operating 
loss is carried back to the second preceding 
year, a year for which a taxable income was re- 
ported, it must be reduced by the excess of per- 
centage depletion, taken as a deduction under 
a statutory provision, in such preceding year 
over depletion determined on a cost basis be- 
fore it qualifies as a ‘Net Operating Loss De- 
duction.”” Why not avoid the evasive and 
dubious intent of dual-computations and simply 
say that a taxpayer is entitled to a refund, to 
the extent of taxes paid, on the excess of an 
economic loss of a taxable year over the aggre- 
gate of such of the exceptions and limitations 
provided in subsection (d)(1), (2), and (4) 
as were beneficially used in the year in which 
the application is to be made? 

Consider a $1,000,000 taxable income for 
1943, after deducting excess of percentage over 
cost depletion in the amount of $400,000. 
Assume a 1945 loss of $400,000. The loss 
is an economic loss as defined in Section 122. 
Under the Regulations the taxpayer is not en- 
titled to any recovery. Absolutely nothing can 
be found amiss with the 1945 economic loss 
of the oil and gas producing taxpayer, and the 
penalty therefore must be due to the prior pe- 
riod use of a certain statutory provision of the 
Revenue Act. The oil producing taxpayer must 
offset a tax refund based on the true economic 
loss of 1945 with a tax liability based on the 
excess of percentage over cost depletion law- 
fully taken as a deduction in 1943. In other 
words, the 1943 excess of percentage depletion 
is taxed to offset a tax refund based on the 
1945 economic loss. 

Surely Congress did not intend for Section 
122 to contain any elective features. How- 
ever, under the interpretation of subsection (c) 
as explained in the Regulations the taxpayer 
in “the taxable year’’ benefits from a deduction 
of either, but not both, a “Net Operating Loss 
Deduction” or the aggregate of the exceptions 
and limitations provided for in subsection 
(d)(1), (2), and (4). The exceptions pro- 
vided in subsections (d)(1), (2), and (4) 
are statutory deductions for “the taxable year” 
and if they equal or exceed a true and correct 
‘“‘Net Operating Loss Deduction” the taxpayer 
receives absolutely no benefits with respect to 
the economic loss sustained. 

H. R. 5412 now before the Committee on 
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“Why Can’t We Get Our Quarterly 
Government Reports 


Out ON TIME? 
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(He Can...if he adopts a Todd Payroll System) 


Are you having difficulty keeping 
payroll records up to date...filing 
Government reports promptly...satis- 
fying the Wage and Hour Inspector’s 
demands for information? If you are, 
here’s assistance for you—a Todd 
Payroll System. 

This method gives you all the facts 
that 7 Government agencies require, 
as a by-product of your original post- 
ings, whether you pay employees by 
check or cash. You save well over 
50% of the posting time because one 
operation by hand, instead of three, 
produces payroll sheet, earnings 
record and employee’s statement. 

These results have been obtained 
by large and small business organiza- 
tions without a large investment for 
equipment. Read some of their com- 
ments in the accompanying column. 
Then mail coupon for free booklet. 
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NEW YORK 
PRINCIPAL CITIES 


ROCHESTER 
OFFICES IN Alt 


CUSTOMERS’ COMMENTS: 
= “This permits an efficiency and saving 
in time of approximately 75% as compared 
to our former system used with about 300 
employees. Quarterly governmental re- 
ports are made quickly with a minimum 
of time, without any fear of penalties for 
violations or tardiness.” 

Standard Laundry & Linen Supply Co., Inc. 

Kansas City, Mo. 

= “Very much pleased with this system. 
Recommend it to anyone desiring to save 
time and simplify payroll work.” 


Anaheim Cooperative Orange Assn. 
Anaheim, California 
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ROCHESTER 3, N.Y. 


We'd like to have a copy of “Payroll 
Problems We May Help You Solve.” 





Company. 


Address. 





State. 





City. 
By. 
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Ways and Means proposes an adjustment to 
Section 122 which would delete item (1) from 
subsection (d) and from wherever else it ap- 
pears in the Section as one of the exemptions 
and limitations provided in that subsection, 
The proposed amendment gives statutory de- 
pletion full parity with other deductions in 
arriving at a ‘net operating loss” and conse- 
quently full recognition of such a loss to tax- 
payers engaged in the production of oil and 
gas. The relief that may eventuate from this 
proposed amendment will be strictly a legisla- 
tive accomplishment. 

There is a legal possibility of sustaining an 
interpretation of Section 122(c) that will pro- 
vide for an equitable application with respect 
to all taxpayers. Confine the meaning of the 
expression “The amount of the net operating 
loss deduction shall be the aggregate of the net 
operating loss carry-overs and of the net op- 
erating loss carry-backs to the taxable year—,” 
to the definite explanation of the terms ‘net 
operating loss carry-overs” and ‘‘net operating 
loss carry-backs’” contained in subsection (b) 
and immediately following this expression and 
before the word “reduced” read into the struc- 
ture of subsection (c) the following: “with 
the further provision that any excess of a net 
operating loss deduction over the otherwise net 
taxable or normal-tax net income of the tax- 
able year, including taxable years beginning 
after January 1, 1941, before being applicable 
with respect to any succeeding year shall be.” 
Under subsection (b) a net operating loss for 
any taxable year shall be a “net operating loss 
carry-back”’ or a “net operating loss carry-over,” 
Either term is therefore synonymous of the 
other and the words ‘“‘carry-backs” and ‘“‘carry- 
overs” simply denote the manner of applica- 
tion. An interpretation as herein stated would 
not, of course, provide full relief to taxpayers 
engaged in the production of oil and gas. The 
interpretation as stated would simply protect 
“the taxable year’’ and, with respect to that 
year, it provides the same consideration for 
items (d)(1), (2), and (4). 

R. E. CopMAN 
Tulsa, Oklahoma 





PERSONAL ITEMS 











Mr. W. Stewart Hotchkiss announces his 
new connection with the firm of Robert Heller 
& Associates, Inc., Cleveland, Ohio. Previously 
secretary and treasurer of Eimer & Amend of 
New York City, Mr. Hotchkiss joined The In- 
stitute in April, 1942, and will henceforth be 
a member of the Cleveland Control. 


Mr. Raymond E. Brennan has accepted the 
position of assistant to the president of the 
Pacific-Atlantic Steamship Company. Mr. Bren- 
nan, a member of The Controllers Institute of 
America since June, 1936, and holder of its 
Certificate Number 739, was, until November 
30, when his resignation became effective, 
treasurer and comptroller of Portland General 
Electric Company, Portland, Oregon. Mr. 
Brennan was one of the organizers of the Port- 
land Control of The Institute in November, 
1943, and served as its first president, being 
re-elected at the end of that term to head the 
Portland Control during the current year. Al- 
though his offices will be in Vancouver, Wash- 
ington, he will continue to make his home in 
Portland. 


Formerly comptroller of Oil Well Supply 
Company of Dallas, Texas, Mr. Russell M. 
Braund has joined the executive staff of Amer- 
ican Steel & Wire Company, Cleveland, Ohio. 
Elected to membership in The Institute in 
October, 1943, Mr. Braund is now connected 
with the Cleveland Control. 












this 
sla- 





ly 
M. 
er- 
0. 











The Controller, December, 1944 


CONTRACT TERMINATION 


os 


Pictured above are but a few of the many 
types of Acme Systems Equipment 





and RECONVERSION 


Next Week or Next Year 


Contract Termination. The 
standard procedure for termination of 
contracts, established by the Govern- 
ment, comprises 14 chronological steps 
for PRIME CONTRACTORS to fol- 
low to assure prompt settlement of 
claims--and 10 steps for SUB-CON- 
TRACTORS. With the Acme Visible 
Contract Termination System, the co- 
ordinator sees at a glance just where 
the lags are--just which departments, 
sub-contractors and vendors are behind 
schedule. It points out--signals--just 
where action needs to be 
taken. We have the needed | (+ 
visible record forms and equip- vy 
ment in stock. Samples of the 
record cards with explanations 
will be sent upon request. 










Reeonversion,. There is no better 
time than now, when you are making 
plans for post-war business, to install 
a modern up-to-date visible sales con- 
trol system such as: 


PROSPECT FOLLOW-UP CUSTOMERS’ PURCHASES 
TERRITORY ANALYSIS SALES BY PRODUCTS 
SALESMEN'S RECORDS = DEALERS’ RECORDS 


From the number of orders for new 
sales record systems we have been 
receiving in recent months, it is appar- 
ent that many companies are installing 
these systems now--and re- 
cording facts that will become 
progressively more important. 
We offer you the help of our 
experienced staff of systems 
specialists. 


ACME VISIBLE RECORDS, INC. 


122 SOUTH MICHIGAN AVENUE « CHICAGO 3, ILLINOIS 
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CHOOSE BY THIS CHECK-LIST: 


Sales 


MARCHANT 
CALCULATOR 


“ 








COMPARE the time to perform any calculation of your 
figure work...from start of figure-entry to clearance of 
dials ready for next problem. Do not be misled by 
“comparisons” that relate only to part of a calculation. 


COMPARE the number of hand-to-key movements 


and amount of hand-travel. 


COMPARE extent of carry-over in answer dials, and 
accuracy of decimal point-off of entered amounts and 
answer. 

COMPARE provisions for re-check of entries after 
answer is complete...a safety factor assuring correct 
calculations, always. 

COMPARE means for detection and correction of im- 
properly set figures, during or after their entry. 


COMPARE simplicity and all-round ease of operation. 


COMPARE cost of upkeep ... promptness and quality 
of repair service. 
And make these comparisons on /atest models...it is never to 


your best interest to compare an o/d model of one make with 
a new model of some other. 


WPB Order L-54-c does not permit trials of new calculators outside of 
manufacturers’ agency-offices. Get in touch with our nearest Agency to 
be brought up to date on ‘what's new in Marchant calculators.”’ 


Agencies and Manufacturer's Service Stations 








N 









Deliveries according to 


WPB schedule 


MARCHANT CALCULATING MACHINE COMPANY * Home Offices Oakland 8, California, U.S. A. 


Give Service Everywhere 












Lieutenant Colonel Theodore S. Faller, who 
has been on military leave from Macy’s, New 
York, serving with the Quartermaster Corps 
since October, 1942, has rejoined the Macy 
corporate offices following his honorable dis- 


charge from the Army. A member of The 
Controllers Institute since December, 1941, 
Mr. Faller was controller of Macy’s, New 
York, and returns to the organization as cor- 
porate controller of R. H. Macy & Co., Inc. 
His new duties have, up to the time of his 
return, been carried out by Mr. Edwin F. 
Chinlund, vice-president, under whose execu- 
tive direction Mr. Faller will continue in his 
new capacity. Mr. Chinlund is likewise a 
member of The Institute, being the holder of 
Certificate Number 19. 

At the same time, it was announced that Mr. 
J. Karl Fishbach, who has been assistant corpo- 
rate controller for the past year, will remain in 
that position, reporting to Mr. Faller, and that 
Mr. Joseph J. Thursh, acting vice-president, 
has zone appointed controller for Macy’s, New 
York. 


Mr. James E. McMullen has been appointed 
controller of The Carborundum Company of 


-Niagara Falls, New York. Mr. McMullen, a 


member of The Controllers Institute of 
America, is well-known to its many members 
through his service in recent years as chairman 
of The Institute’s Committee on Technical In- 
formation and Research. 


Mr. Dean C. Steele, formerly with Reming- 
ton Arms Company in Bridgeport, Connecticut, 
recently joined E. I. du Pont de Nemours & 
Company, of Wilmington, Delaware. Mr. 
Steele, who was serving as vice-president of 
the Bridgeport Control of The Institute, is 
now affiliated with the Philadelphia Control. 


Mr. Bernhart Haugen was recently elected 
vice president and treasurer of Oliver Cor- 
poration, Chicago. He has been controller of 
the company since 1930 and became a mem- 
ber of The Controllers Institute of America 
on March 31, 1937. His membership cer- 
tificate is Number 905. The corporation’s new 
controller is Mr. T. W. Kavanagh. 


Mr. George Fay was recently named comp- 
troller of Rheem Manufacturing Company, 
San Francisco, California. Previously Mr. 
Fay had been serving as treasurer of the 
Hydril Corporation, Torrance, California. A 
member of The Controllers Institute of 
America since June 1935, Mr. Fay is holder 
of membership certificate number 511. 


Mr. L. J. Wallace, a member of The Insti- 
tute since February of this year, has been 
named comptroller of James H. Rhodes & Co., 
Chicago. His former connection was with 
Standard Cap & Wire Company, in the same 
city. 


Mr. George S. Dively has been named vice- 
president and general manager of the Harris 
Seybold Potter Company of Cleveland. A 
member of the Controllers Institute of Amer- 
ica since November 20, 1939, Mr. Dively had 
held the post of secretary and treasurer in 
the company, which he joined in 1937 after 
service in engineering, production, sales and 
financing capacities in various industries. Mr. 
Dively is president of the Cleveland Control 
of The Institute and a member of The Insti- 
tute’s National Committee on War Contract 
Termination Procedures and Problems, being 
chairman of a sub-committee on termination 
financing. 

At the same time, it was announced, among 
other corporate changes, that Mr. R. L. Miller, 
previously assistant treasurer, had become 
treasurer of the company and Mr. Frank 
Szuter, auditor of the company, had been 
named the corporate secretary. Mr. G. C. Houck, 
who has been controller of the company’s Sey- 
bold Division, was made assistant treasurer. 
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: ARE THESE KEY ASSETS OF YOUR COMPANY 


, Properly 


Group Accident Insurance is an important 

: part of most employee benefit programs. 9 
7 It does not, however, provide benefits VO te C e@ 

h . 2 
sufficiently large to protect key men who 


are highly important business assets. 
That is why Marsh & McLennan, work- 








: ing with an insurance company, hasdevel- | AS your broker we seek only to further your interests 
oped an entirely new accident protection +--+ Working with the insurance companies best 
plan specifically for key men. Provisions _ Suited to your needs. 

of the plan include all the benefits of in- For complete information, write or phone for 
dividual accident insurance policies... Our booklet “Key Man Protection Plan.” 


yet the cost is 25 % less. And the payments 
are commensurate with their incomes and 
standards of living. Installed in your 


MARSH &« MCLENNAN 


Se ee 





: : INCORPORATED 
company, it would increase loyalty and re- : 
A . Satagda INSURANCE 
lieve the firm of financial responsibility. me 
: ae A ae Chicago New York 
This ability to create or modify insur- Boston Detroit San Francisco 
) x 7 Pittsburgh Minneapolis Los Angeles 
ance forms as new hazards arise is an- Washington St. Louis Seattle 
‘ Buffalo Cleveland Duluth 
other plus of Marsh & McLennan service. _ Phoenix Columbus Indianapolis 
Portland Milwaukee 
London Montreal Vancouvet 





Established in 1871 











‘Delayed handling of mail does 
not slow up our organization. We in- 
stalled a complete U.S. Postal Meter 
mail-handling system and it has 

smoothed out the operation of our Py 
entire office. Take our letter opener, 
for example. It opens from 100 to 
500 letters a minute—does in a flash 
what used to take an hour or more.” 





















**. .. and no more missed trains 


and planes for outgoing mail either. 
Our metered mail machine seals, im- 
prints, postmarks, counts and stacks 
the mail as fast as we can feed it! 
Yes, sir, since we modernized with 
U. S. Postal. Meter mail-handling 
equipment, our mailroom runs 
like clockwork.” 










If your mailroom needs a “‘shot 
in the arm’”’ to make it operate effi- 
ciently, take a tip from the happy- 
looking gentleman pictured above. 
Call in a U. S. Postal Meter spe- 
cialist. He'll gladly diagnose your 
mail-handling troubles and make 
recommendations for their cure. 
Call him today. 





Metered Mail Systems . . . Postal and Parcel Post Scales . .. Letter Openers ... Envelope 
Sealers ...Multipost Stamp Affixers ... Mailroom Equipment. (Many units available. ) 


YMMERCIAL 


Branches and Agencies in Principal Cities 


2% 


U. S. POSTAL METER DIVISION 


Rochester 2, New York 


NTROLS 


(OT O) 55 510) - 5-4 BO). 
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Positions Open 











Controller 


Nationally known mining company seeks 
controller for property in Central America. 
Should speak Spanish and have considerable 
executive accounting experience. Under 44, 
Salary $8,000 to $10,000. Address Box Num- 
ber 467, “The Controller,” One East Forty- 
Second Street, New York 17, New York. 


Chief Cost Accountant 


Company with fifteen plants seeks chief 
cost accountant for the controller’s staff. Broad 
knowledge of standard costs essential. College 
graduate under 44. Salary $9,000 to $12,000. 
Address Box Number 468, “The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 


Assistant Controller 


Old established mid-western concern de- 
sires services of assistant controller to be in 
complete charge of factory accounting. Ex- 
perience must include supervision of costs, 
budgets, and such. Excellent postwar position. 
Salary $5,000. Address Box Number 466, 
“The Controller,” One East Forty-Second 
Street, New York 17, New York. 


Budget Manager 


College graduate, accounting major with 
training in variable budgeting. To supervise 
budgets of large mercantile organization lo- 
cated in Chicago. Forecast sales trends, Super- 
vise preparation of reports and statements. 
Give full information, first letter, such as age, 
education, experience, starting salary required. 
Address Box Number 465, “The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 


Magill Forecasts Repeal of 
Excess-Profits Tax 


Roswell Magill, former Under-Secretary of 
the Treasury and now a member of the law 
firm of Cravath, Swaine & Moore of New 
York, told the Securities and Exchange Com- 
mission recently at its hearing on reorganiza- 
tion of the Buffalo, Niagara and Eastern 
Power Corporation that the excess-profits tax 
would be repealed probably as of Dec. 31, 
1946, and possibly as of Dec. 31, 1945. 

With an end to large-scale, organized Ger- 
man resistance forecast about the end of 1944 
or early in 1945, and termination of the war 
in the Pacific predicted around the close of 
1945, Mr. Magill said, there was a reasonable 
likelihood that the total corporate normal and 
surtax rates would be reduced to about 35 
per cent during the transition to normal peace- 
time conditions; to about 30 per cent around 
1948, and to about 25 per cent by 1950. 

The capital-stock tax and the declared-value 
excess-profits tax likely would be repealed 
about the time of the elimination of the true 
excess-profits tax at the end of 1945 or 1946, 
he said. Liquor and tobacco taxes no doubt 
would be retained. Estimates of national in- 
come for a normal post-war year varied from 
$140,000,000,000, by the National Planning 
Association and the Committee for Economic 
Development, to $123,000,000,000, by the 
Brookings Institution. Estimators of tax reve- 
nues might use the latter figure as an average 
result; the former as a desirable goal which 
might not be attained every year. 
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Problem /Vo.\: LIQ@UIDATING 





K ARDEX visible 
record control speeds DISPOSAL OF SURPLUS 
materials and parts 








AIRCRAFT PRODUCER 
clearing 100,000-item stock 


This leading midwest manufacturer 
operates a “Disposal Service” —that 
effectively finds buyers within and 
outside the aircraft industry. Kardex 
Visible Inventory Records provide 
speedy reference to inquiries re- 
ceived, facilitating profitable action 
at minimum operating cost. 


U. S. FIGHTING SERVICE 


reproduces stock records for catalog 


Direct photolithography of actual 
inventory record provides a really 
up-to-the-minute catalog of surplus 
items which is sent out to prospec- 
tive purchasers periodically. A highly- 
efficient procedure—easy with Index 
Visible Records showing actual stock 
status of each item on the oisible 
margin. 


Necessity of disposing promptly of 
surplus stocks of materials, parts 
and tools faces business today. 

Whether such “frozen” stocks are 
due to design changes or Govern- 
ment contract terminations, they 
threaten to become a serious drag on 
operations during the critical recon- 
version period. 

In the one case the company’s 
own capital may be represented. In 
the other, even though title to such 
material usually passes to the Gov- 
ernment if disposal action is not 
taken, the cost involved becomes 
part of the contract settlement and 
for various causes final payment may 
be postponed for many months. 


“FROZEN ASSETS” 


Farsighted organizations are tak- 
ing the aggressive action that means 
prompt realization of the funds in- 
vested in these items. While there is 
still a definite and often a very active 
market, they are offering and selling 
these materials at prices that may 
not be obtainable later on. 

To effect such disposal with the 
greatest efficiency and at the least 
cost, Remington Rand visible sys- 
tems have proved time and again to 
provide the ideal method of record 
control. With prospects developed 
and prices offered permanently, and 
visibly recorded, company officials 
and contracting officers can take 
prompt and profitable action. 


We will gladly lend Zo responsible executives a detailed and comprehensive study on Termination 
Procedures prepared for our salesmen’s use by our Systems Research Division. 
This study is not for sale. Ask our nearest Branch Office for a copy. 








COPYRIGHT 1944 


SYSTEMS DIVISION 


REMINGTON RAND 


Buffalo 5, New York 











DIEBOLD y/ ~ bg POSTING TRAY 


331% More capacity 
Speeds up machine posting 


The versatile record tray, with effortless operation 
for faster filing, finding, sorting, stuffing. The 
multiple separator construction prevents buckling 
or curling of lightest tissue copy paper as readily 
as the heaviest weight index records. Easily accom- 
modates ledger cards for all types of posting 
machines. No follower or compression mechanism. 
Portable — compact — sturdy. 


The outstanding features of the V-28 Posting Tray 
have created a rapidly growing demand for it. 
Several models now ready—to provide smooth 
routines—to simplify and speed up operations— 
to reduce costs. 


The V-28 Posting Tray and other Diebold Products 
assure greater economy 
and efficiency in record 
keeping and other office 
operations. Ask the Die- 
bold Dealer, or write to 
us for complete details. 


DIEBOLD 
| tee | INCORPORATED 


CANTON 2, OHIO 


Offices and Dealers in all 
Principal Cities 










DIEBOLD 
PRODUCTS 


Cordineer — Rotary Visible File 
Tra-Dex — Vertical Visible Troy 
V-28 — Posting Tray 
Fibre Stak — Storage Files 
*Sofes 
*Vault Doors 
**Receding Door Safes 
**Electric Rekordesk Files 
**One Hour Insulated Files Fes 
**Insulated Utility Chests asl Vertj 









TRA-DEx 
**Money Chests Cal Visible Tray 
**Steel Storage Files 
**Reveldex*RotoryReferenceFile 
**Reference Panels 







ie fos 
oa ~ fost 

**Holdup Equipment i “er Bos "9 

***Flex-Site — Visible Binders : 4 

***Tronsfer Binders 






ftems not marked ore not restricted 
*avoilable — restricted 
**Not being built during emergency 
** Certification only required 
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Positions Wanted 











Controller 


CONTROLLER available January 1, 1945 or 
sooner. American citizen, married, well edu- 
cated and with well-rounded financial back- 
ground desires new business connection with 
medium sized company with good postwar fu- 
ture. Able to assume complete responsibilities 
of the position of Controller from a thorough, 
practical experience in all phases of accounting, 
costs, federal and state taxes, industrial insur- 
ance, bank relations, credit and collections and 
office management. Accustomed to and fami- 
liar with modern methods of budgetary fore- 
casts and control, and have the requisite im- 
agination to make my position contribute sub- 
stantially to the growth and earnings of the 
company. Eighteen years with two large na- 
tionally known corporations as Controller, and 
at present connected with one of the largest 
textile corporations in the country as Divi- 
sional Controller. Correspondence invited. Ad- 
dress box number 463, ‘The Controller,’’ One 
East Forty-Second Street, New York 17, N. Y. 


Executive Accountant 


Thirty-eight year old executive seeks connec- 
tion leading to participation in financial, ac- 
counting and tax management of progressive 
organization with postwar plans. 

Trained and experienced; good background 
as Controller and Treasurer of business cor- 
porations. Familiar with corporate structures, 
taxes, controls, working out banking arrange- 
ments, renegotiations. 

New York State C.P.A., capable of assum- 
ing full management or assisting chief execu- 
tive. 

Address Box 106, ‘The Controller,” One 
East Forty-second Street, New York 17, N. Y. 


Treasurer—Controller 


Member of The Institute desires position of 
treasurer, controller or comparable position. 
Can assume full responsibility for the finan- 
cial and accounting end of the business as a 
result of a thorough practical experience in 
accounting, costs, taxes, bank relations and 
the like. 

Unusual experience in the export field, in 
cluding foreign exchange, domestic and for- 
eign subsidiaries and their accounting, taxes 
and consolidating statements. Extensive know]l- 
edge in insurance matters as they relate to 
companies. Have served as oftice manager. 
Good administrative ability. Age 43. College 
graduate. Now employed—available 30 days. 
Address Box Number 464, “The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 


Australian Publications 
Are Received 


Copies of “The Australian Accountant’ for 
the months of January through August, 1944, 
have been added to The Institute’s library at 
National Headquarters, through the courtesy 
the Commonwealth Institute of Accountants 
and The Australasian Institute of Cost Ac- 
countants, which jointly sponsor the publica- 
tion. A wide variety of subjects of interest to 
Australian business executives are covered in 
the issues, the material having many interest- 
ing parallels to subjects which are of concern 
to American corporate, financial and account- 
ing officers. 
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New 
1944-45 
Edition 


The CCH Federal Tax 
Course comes in hand- 
some 81/2”x10”" durable 
binder, semi-flexible. 


FEDERAL TAX COURSE 





V For Practical Pointers 


Actual page size: 
6"/4 x 9g inches 


















@ Here is a practical ready reference and training course in federal 
taxation. Here is a plain-spoken explanation of the outstanding 
federal taxes as imposed by the federal revenue laws — with 
emphasis throughout on federal income taxation. Actually every 
angle of federal taxation, including the new Individual Income Tax 
Act of 1944, ‘‘pay-as-you-go,’’ income tax withholding, capital 
stock tax, excess profits tax, declared value excess-profits tax, gift 
tax, estate tax, and excise taxes, comes in for understandable ex- 
planation and discussion. Not a book, not a loose leaf service, this 
is a Course especially designed to make it easy to become familiar 
with the ‘‘ins’’ and ‘‘outs’”’ of the federal tax system — how it has 
developed — what it is today. Stems from George T. Altman's 
popular work. 


@ Each Tax, Each Taxpayer — Individuals, Corporations, Partner- 
ships, Estates and Trusts — whatever the tax, whoever the taxpayer, 
if it is federal taxation and belongs in the Course, it is covered here, 
specifically, definitely. Over 500 illustrative examples and calcula- 
tions make plainer just how the federal tax laws are actually inter- 
preted and applied. Current filled-in return forms, and pertinent 
Code provisions provided, plus a wealth of ‘‘real-life’’ background 
from actual tax practice all contribute to supply everything neces- 
sary or helpful for an everyday, working knowledge of federal 
taxation. 


COMMERCE) CLEARING; HOUSE; ING,, 


PUBLISHERS OF TOPICAL LAW REPORTS 


NEW YORK 1 CHICAGO 1 WASHINGTON 4 
EMPIRE STATE BLDG. 214 N. MICHIGAN AVE. MUNSEY BLDG. 
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Brief Items of Interest to Controllers 
























Rule on Stock Options to 
Employees Clarified 


A statement released on November 13 by 
the Bureau of Internal Revenue clarified its 
August 15 ruling that stock options granted 
employees are subject to the salary control 
provisions of the 1943 stabilization act. This 
does not apply to options granted before Octo- 
ber 2, 1942. 

The bureau now holds, it was reported, that 
any option granted by an employer to an em- 
ployee, which has an ascertainable value at the 
time it is granted, is a salary payment to the 
extent to-which it is ascertainably beneficial to 





FREIGHT 





REDUCED 


through recovery of tariff 
overcharges, and analysis 
and revision of rates ap- 
plying on your traffic, by 
having your freight bills 


reviewed by 


Transport yma fes 


Freight Rate Adjusters, 
Traffic Consultants 


I 60 WALL ST., NEW YORK 5, N. Y. 


i 
1 
l 
Let us know more about your service. | 
| 
| 











the employee. If it has no ascertainable value, 
this shall be determined when the option is 
exercised or sold. Nothing was said about the 
bureau’s attitude as to such assets if realized 
after the stabilization measure expires. 


“Termination Quiz” 


In his announcement of special conferences 
conducted by the armed services and the Smal- 
ler War Plants Corporation in the metropoli- 
tan New York area during. November, Colonel 
Arthur H. Rogow pointed out that “discussions 
between representatives of the armed services 
and of business have revealed that contractors 
generally lack sufficient knowledge of the tre- 
mendous problems of contract termination and 
property disposal facing them on V-Day.” 

In order that they may determine whether 
or not they are prepared to meet termination 
problems, Colonel Rogow included with the 
meeting announcements a “Termination Quiz,” 
covering 20 check points in addition to a se- 
ries of 10 special questions which everyone 
connected with contract termination activity 
should be able to answer correctly. 





the AMERICAN 


Postwar Planning Directory 
Lists 197 Agencies’ Work 


Nearly 200 private and governmental agen- 
cies of national scope are now studying the 
problems the United States will face when the 
war ends. Their work is described in a new 
survey of The Twentieth Century Fund (330 
West 42nd Street, New York, 18) published 
under the title Postwar Planning in the United 
States: An Organization Directory, 3. ($1.00.) 
Growing interest and activity in the postwar 
field is reflected in the fact that the current 
survey—third in a series—lists 197 agencies, 
as compared to 105 in the second and 137 in 
the first, published in 1942. 

The Controllers Institute of America is 
among those listed in the new directory, which 
shows 39 government and 158 private agen- 
cies. Among major fields of interest on which 
these agencies are working are international 
and regional problems, postwar industrial, ag- 
ricultural and financial questions, educational 
and public discussion activities, health, med- 
ical and relief facilities, housing and urban and 
rural development, transportation, labor, and 
general social and economic problems. 
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, of Posting/ 


Underwood Ejjiott Fisher 


nwt Satie oS 


eee 


i ft's down the stretch . 


i 


} At the end of each month... 


F 


That Elliott-Fisher’s speed way of 


posting ... counts most. 


But it's right from the start... right 
through each day... that the Elliott- 
Fisher saves important time and money 

for you. 


Man hours and woman hours are turned 

{ to minutes. More work is sped through 

each day. The machine does everything. 

All adding, subtracting, totaling, and cross- 
balancing is automatic. 


& 


{Your many different records are handied 
i accurately and with dispatch. Each complete 
/ job, with its related entries, goes through in 
‘ne operation. 








wa ew 
‘*yuw ew 


f Elliott Fisher Accounting Machines are available 
£ z subject.to War Production Board authorization. 


Inderwood Elliott Fisher Company 
3 ; * One Pork | averme, New York 16, N. Y. 





ibe 4. , cost 
Pile et ; RECORDS 


~wv Se ww 





4 
4 


Speed comes ... from Elliott- 
Fisher's exclusive flat writing sur- 
face which provides quick insertion, 


\ 
alignment, and removal of forms. \ 


4 


. from the carbon paper roll that 
feeds between the sheets neatly and 
instantly. 


...from the standard single“touch-type 
keyboard, that’s a cinch for every typist. 


.. from the short hand travel, automatic 
tabulating, and line spacing. 


.. from a dozen other time-cutting 
features, 


It will pay you well to start your accounting 
on the “Speedway of Posting’. Call your 
local Underwood Elliott Fisher office now for 
further information on the time and money 
saving performance of this simple machine. 





y Ow foctory at Bridgeport, 
2 Connecticut, proudly flies ; 
the Army-Navy “E", 4 
awarded for the produc- 4 
tion of precision insfry- 
ments calling for skill 
ond craftsmanship of the 
highest order... 
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Reviews of Recent Publications 








A Well-Rounded Presentation 


CURBING INFLATION THROUGH TAXA- 
TION. A Symposium published by Tax Insti- 
tute, New York. 245 Pages. 

This book is a compilation of the a#dresses 
and papers delivered at the 1944 conference of 
the Tax Institute. The topics are well chosen 
and present in excellent manner the historical 
background and the more important proposals 
for the use of taxes as a means of controlling 
inflation. The proponents of these tax plans 
are men of outstanding ability in their par- 
ticular fields and while they leave many ques- 
tions unanswered, the reader will derive con- 
siderable mental stimulation from the vigor 
of their advocacy. 

The contents of the book are divided into 
four parts. The first of them is entitled “Ear- 
marks of Inflation.” In this part, we have a 
very interesting discussion of the trend of con- 
sumer spending during the war. Mr. Milton 
Gilbert has assembled information on condi- 
tions that are basic in the economy and will 
have a profound influence on post war busi- 
ness. The next two papers are on inflation in 
the prices of farm land and urban land. In 
these, Mr. Sims of the Department of Agricul- 
ture calls attention to the boom in land prices 
and proposes a stiff tax on speculative gains 
on the sale of land held for short periods. On 
the other hand, Mr. Hoyt, of the Regional Plan 
Association of New York City, fears no infla- 
tionary values, but brings out the need for 
planning and control in urban regions to avoid 
ill-considered and speculative subdividing of 
contiguous property. 


The last paper, called ‘Increase in Bank De- 
posits and Money in Circulation During the 
War,’ by Mr. Irwin Bussing, Director of 
Economic Research, Savings Bank Trust Com- 
pany of New York, gives us a clear and suc- 
cinct report on manifestations in the banking 
field. His comments on increase in circulation 
and velocity of circulation are timely and he 
clearly phrases the danger of increased velocity 
when he says, ‘Nevertheless, even though the 
expansionist influences are tapering off, so 
large a volume of purchasing power, actual 
and potential, has been injected into the blood 
stream of the community that a large-scale up- 
ward movement of prices could get under 
way ‘if the public began to show a pronounced 
preference for goods over money.” 

The second part consists of two papers on 
“The Inflationary Potentialities of the Public 
Debt’’ by two champions of different view- 
points on the influence of the public debt on 
our economy and its inflationary potential. Dr. 
Hansen asks us to accept certain premises as 
facts although recorded history does not dis- 
close their occurrence. Given the conditions, 
Dr. Hansen might have no inflationary govern 
ment borrowing with all -financing paid for by 
borrowing from the surplus funds of individ- 
uals and at the same time soften the impact of 
a depression because of a large outstanding 
national debt. Mr. Hughes, on the other hand, 
admits that the managed economy theory has 
worked well so far, but emphasizes the politi- 
cal aspects of public debt and the difficulty of 
control. His comments on the history of pre- 
vious attempts at control are most timely. 

The third part of the book is given over to 





a discussion of various plans of taxation and 
the import of each to the economy. This part 
should be read and studied by all, for it con- 
tains some excellent presentations of recently 
discussed tax plans. As some of the theories 
will no doubt find their way into our taxing 
system, we might well analyze the consequences 
of their impact. 

The section dealing with the experience of 
foreign countries in handling inflation is 
clearly and interestingly written. This is an 
historical report on the events and conditions 
which obtained in Russia, England, Canada 
and Italy and the fiscal devices used in con- 
trolling or attempting to control inflation. 

The last topic discussed, ‘Possibilities of 
Post War Inflation and Suggested Tax Action,” 
brings into sharp relief two opposing theories 
of taxation. One is the use of taxation as a 
means of directing and controlling the eco- 
nomic and social life of a nation, and the other, 
the use of the same tool as a means of foster- 
ing individual enterprise. Advocates of either 
should read both and consider the possibility 
of imposing them on the nation. The mode of 
life of the people of this nation under either is 
a matter of prime concern to all and we are in- 
debted to Messrs. Eccles and Oliver for their 
effective presentations of certain proposed 
policies which would materially affect our 
economy. 

The Tax Foundation is to be complimented 
for publishing this volume on the proceedings 
at its February, 1944, meeting. It is a well- 
rounded presentation of the problems of in- 
flation and taxes, with a good bibliography 
for those students who wish to pursue the 
subject further. This book should be read by 
all business men and all who are interested in 
the subject. 

Reviewed by C. B. LUNSFoRD, 
The Equitable Life Assurance Society, 
New York. 











analysis. 


DETROIT 


®@ Sales Analyses 





CHICAGO 


MONTREAL 


® Market Research and Questionnaire Tabulations 


POST-WAR PLANNING 


Any post-war planning requires a great deal of statistical 


Whether this takes the form of studies of sales experience 
by markets, products, and classes of customers, or compilation 
of other data, our tabulating department is prepared to handle 
the analytical detail. 





Recording & Statistical Corporation 





@ Inventory and General Calculating Service @ Payroll & Labor Distribution 
® Public Utility Rate Studies 
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Three Great Handbooks: 


Accou NTANTS’ 
HANDBOOK 


Edited by W. A. PATON, C.P.A.; 90 Contrib- 
uting and Consulting Editors 


VERY financial officer should have this famous 
Handbook of expert practice. For 20 years a stand- 

ard wherever accounts are used; this Third Edition 
reflects, over entire range of commercial and financial ac- 
counting, the latest accepted principles and procedure. 
Timed with the greatest call in history upon ac- 
counting. Nothing else like it. 26 big se2tions cover 
working methods, records and systems, internal check, 
executive controls, analytical methods, reports. Best 
opinion from all an- 
gles—law, finance, 
management. Helps 
develop and exercise 
skill that wins recog- 
nition, advancement. 
Saves time and effort 
in handling any sit- 
uation, everyday or 
emergency. 50-page 
index; 300 illustra- 








tions; 1,505 pages; 
flexible 
binding. $7 00 





ACCOUNTANTS’ 
HANDBOOK 


Edited by THEODORE LANG, C.P.A.; 
74 Contributing and Consulting Editors. 


OR every man who works with costs—an unequaled 

fund of technical information on the whole range 
of cost accounting in manufacturing, united and or- 
ganized for ready use. 

Never before has there been any Handbook like this. 
It answers your problems of better cost methods in any 
plant, of any size. You have at your fingertips the 
principles and techniques by which today’s cost uac- 
countant accomplishes his results; the far-reaching 
trends and developments in cost procedure. 

This new Cost Ac- 
countants’ Handbook 
gives you the working 
details of successful ap- 
plication. In its 25 see- 
tions are basic plans of 
operation and practice 
of well managed com- 
panies; control prob- 
lems and their solution ; 
variations in technique 
for particular require- 
ments. 553 working 
forms, charts, etc. ; 1,482 


ages ; flex- 
ible binding. ® ¢ OO 


cost 





PRODUCTION 
HANDBOOK 


Edited by L. P. ALFORD and JOHN R. 
BANGS; 90 Contributing and Consulting 
Editors. 


NEW Handbook packed with the production man- 

agement methods fundamental in the success of 
outstanding manufacturing concerns. It reflects both 
the new developments and the latest application of 
long-established principles of effective management. 


Never before has so much information about the 
working details of pro- 
duction procedures and 
techniques been _ or- 
ganized into such a 
Handbook. It gives the 
factory operating man 
of today or tomorrow 
the Handbook he wants 
on his special prob- 
lems. Usable by any- 
one in manufacturing 
to help achieve results 
in any industry, in 
any type or size of 
plant. Hundreds of 
working forms; 1,676 


flexibl 
a sag $7. 50 
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READY IN DECEMBER 
MONTGOMERY'S 


Federal Taxes on 
Corporations 1944-45 


HIS 1944-45 manual is the corporate exec- 

utive’s answer to the personal help required 
this year on company taxes. It will assist with 
those tax questions you already have in mind. It 
will also call your attention to additional ques- 
tions which have developed in administration of 
the law and which you should not overlook. 


Complete in One Manual 


N one place for quick reference, Montgomery’s 

Federal Taxes on Corporations offers a sys- 
tematic, beginning-to-end treatment of the struc- 
ture and operation of corporation tax. It brings 
you up-to-date on details of the application of the 
law in its present development, just as you want 
this information for company use. 

It helps you determine your company’s tax 
position and strategy, view alternative courses 
and consequences, check your conclusions against 
experience of a nationally known authority, with 
an organization of associates exceptionally well 
qualified in tax practice. 

Packed with currently important facts, down- 
to-earth advice, and valuable interpretations to 
give you leads on specific problems ; guiding prin- 
ciples from thousands of cases, rulings and deci- 
sions ; the overall picture to enable you to see indi- 
vidual corporate tax problems from every angle 
and arrive at best treatment. 


DON’T WAIT—Get 


HOUSANDS of financial offi- 
cers swear by “Montgomery” 
and make it a point to check their 


handling of any tax situation against Ready in 


et sa (ace omer —-—---—-—- Use This Form to Order — 


—23d— 
Year of 
Publication 


Two Volumes 
$15.00 


Your Order in Now 


December—order now. 


THE RONALD PRESS COMPANY 
15 East 26th Street New York 10, N.Y. 





Please send me the books checked below: 


( Federal Taxes on Corporations 1944-45, MernenntY (2 Volumes) 


(] Accountants’ Handbook, Paton, Editor 
CL) Cost Accountants’ Handbook, Lang, Editor 
[] Production Handbook, Alford, Bangs, Editors 


Within five days after I receive the books, I will send 


postage. Or, if not satisfied, I will return the books to you. 


remit with order; same return privilege.) 
Name (please print) 


EES ORE: SERIE eA I Position . 


(Include P.O. Unit No., if any) 


$15.00 
7.50 
7.50 
7.50 


the price plus a few cents 
(We pay postage if you 















this authority’s discussion and recom- 
mendations, See for yourself all the 
ways this 1944-45 issue will help you. 


= 
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A special statement approving predetermina- 
tion of settlements on terminated war contracts 
was issued in October by Mr. Oscar N. Lin- 
dahl, chairman of a subcommittee of the Com- 
mittee on War Contract Termination Policies 
and Procedures of The Controllers Institute of 
America. Mr. Lindahl, a past president of 
The Institute, is vice-president—finance, Carne- 
gie-lllinois Steel Corporation, Pittsburgh. The 
committee's memorandum follows: 


Brigadier General Browning has advanced 
a program for pre-determination of settlements 
on terminated war contracts which is designed 
to speed up settlement of claims. It is the 
opinion of this committee that the principle 
of predetermination, in conjunction with other 
methods of settlement, will be a useful instru- 
ment in securing prompt settlement of termi- 
nated contracts as discussed below. 

Three varying plans of predetermination 
have been advocated. One plan covered “‘full’’ 
predetermination, while two programs may be 
described as covering .“partial’’ predetermina- 
tion. 


A. Full predetermination (Overall Price Meth- 
od, sometimes referred to as the Production 
Schedule Method of Settlements). 

Full predetermination would appear applic- 
able to companies producing articles over an 
extended period or under conditions of mass 
production with well defined production sched- 
ules which are unlikely to be subject to sudden 
or violent impact of priorities, design or speci- 
fication changes, or drastic changes in produc- 
tion rates as the result of procurement pro- 
gram revisions. As indicated by one of the 
Services which has been experimenting with 
the predetermination program and whose com- 
ments have been quoted by General Browning, 
there appear to be rather decided limitations on 
the use of full predetermination. 


B. Partial predetermination. 


The most practical application of the prede- 
termination principle appears to lie in its adap- 
tation for use in other contracts or by other 
companies where full predetermination is not 
feasible. It is believed that prior agreements 
can be reached with contractors which will 
eliminate wide areas of possible controversy 
upon termination claims and greatly expedite 
their settlement. Obviously, the greater the 
area of agreement beforehand, the more simpli- 


fied and speedier can be the settlement of pay- 


ment of claims. 
1. Unit Price Method. 

Under this method fairly complete prede- 
termination of claim settlements is to be at- 
tained by prior agreement to pay for raw ma- 
terials and work in process, based on predeter- 
mined states of production. Under this method, 
it is necessary to take an actual inventory fol- 
lowing termination, but the value at which 
the units of inventory would be extended 
would have been predetermined by agreement. 

This settlement plan would have a wider ap- 
plication than full predetermination, but it is 
considered unlikely that it can be applied in 
the majority of cases of terminated war con- 
tracts, either because of short term or compli- 
cated production schedules or rapid changes in 
manufacturing conditions or procurement re- 
quirements. 





Predetermination Principle Approved 
By Institute Sub-Committee 


Closely related to this program is the policy 
of the use of established prices for termination 
inventories at recognized stages of manufac- 
ture or for component parts. Many termina- 
tion claims will include items corresponding to 
articles in regular commercial trade for which 
there is an established price. Claims based 
upon the use of such established prices rather 
than upon use of a cost-of-production-plus- 
profit basis would greatly reduce or would re- 
quire only a minimum of verification and may 
be made effective for claims filed by certain 
industries or for certain types of productions. 
The widespread adaptation of this principle 
would do much io expedite settlement of im- 
portant classes of termination claims. 


2. Prior Agreement on Handling of Controver- 
sial Items and Inventory. 

A principle of predetermination experiment 
with Studebaker Corporation, which is based 
upon reaching agreements prior to termination 
as to the handling of controversial items to be 
included in claims as well as prior agreement 
on disposition of termination inventories, 
would appear to have the widest application 
among all classes of war contractors. This 
idea of reaching agreements on individual 
items which affect the preparation of termina- 
tion settlement proposals could be adapted to 
the varying needs of many war contractors. Fac- 
tors involved in settlement of claims on which 
agreement might be reached prior to termina- 
tion would include the following: factory and 
acministrative overheads; post-termination ex- 
penses; items ‘of “other costs’’ and, where pos- 
sible, some decisions with regard to disposition 
of materials. 

In addition, delegation of authority might 
be given on a company-wide basis to certain 
contractors (1) with regard to final settlement 
of subcontractors’ claims of $10,000 and un- 
der and (2) with respect to disposition of 
contractor-owned materials where prices could 
be established for sale or where other areas of 
agreement could be reached. 

Discussion thus far on predetermination has 
been limited largely to prime contracts. How- 
ever, the Services have discretionary authority 
under existing legislation to deal directly with 
subcontractors, and we believe that, if the pre- 
determination principle is to be successfully 
applied, it should deal with subcontractors as 
well as prime contractors. The extension of 
the principle to subcontractors would be greatly 
aided by the use of termination settlement 
teams. 

Experiments with such termination teams 
have proven successful in expediting settle- 
ments, and their activities in making prior 
studies of contractors’ accounting systems and 
in expediting the disposal of termination in- 
ventories appear closely related to the prin- 
ciple of predetermination. Where the termina- 
tion teams are used, however, it is essential 
that sufficient authority be delegated to officers 
of such teams to give binding decisions on ac- 
counting and disposal questions for all branches 
of the Services to which claims of the gon- 
tractor will be submitted. 

This memorandum does not deal with the 
problem of direct settlement. However, we 
believe that the step from the use of termina- 
tion settlement teams to direct settlement re- 
quires very little additional delegation of au- 


thority and might be adaptable in numerous 
instances. The direct settlement plan of deal- 
ing with subcontractors appears to provide the 
speediest, fairest and most effective method of 
settling of claims of many of the larger war 
contractors handling a large percentage of the 
war contracts throughout the country. 





Thursday Luncheons 
for Controllers in 


Brooklyn and New York 


Brooklyn members of the New York 
City Control of The Institute arranged 
in mid-November for regular weekly 
luncheon get-togethers at the Towers 
Hotel, each Thursday noon. Members 
of The Institute who are in Brooklyn 
on business matters are cordially in- 
vited to join with the Brooklyn mem- 
bers at these informal luncheons. 

Similar luncheon meetings have been 
held for the past few years each Thurs- 
day noon in mid-Manhattan. The Co- 
lumbia University Club on West 43rd 
Street in Manhattan is the scene of 
these weekly luncheons. 
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Ben C. Moise Is President 
of New Orleans Control 


To succeed Mr. Samuel M. Smallpage as 
president of the New Orleans Control of The 
Institute, who had resigned because of health 
reasons, the members, at a recent meeting, 
chose the Control’s first vice-president, Mr. 
Ben C. Moise, who is secretary, treasurer and 
controller, as well as a member of the Board 
of Directors, of the Maison Blanche Company 
of New Orleans. 

Mr. Moise was one of the organizers of the 
New Orleans Control in February, 1944, and 
has been a member of The Institute since Feb- 
ruary, 1943. 

He is active in many local and_ national 
business and civic organizations and is also 
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Burroughs 
See - - 


Some of the Great Advantages of 
Burroughs Payroll Machines 


LAKoktmeolail ol{-1{- Mel slo Moh Zol] fo] 0) [Ma -\eol ge In cols 
preparing management and government 
reports quickly and easily. 


Most easily-read employee's statement of 
Tol aaliare yamel-teltletdlelalMelateMal-t am slob? 


Greatest variety of types and styles-to 
Lt melabvam Loh ace)| Meolaael¥atilaleMmul-tislerep 


Highest degree of automatic operation. 
Greatest simplicity in form handling. 
Greatest saving in keyboard time. 


Greatest saving in proving time. 


in modern 


ayroll machines 
’ ant methods 


Since 1913, when the Income Tax law first made 
individual employees’ earnings records necessary, 
the complications of payroll accounting have 
steadily increased. Wages and hours legislation, 
social security programs, withholding taxes, 
accounting for war bond deductions and purchases, 
and other special items—all presented new 
problems. But the new problems were constantly 
anticipated with new Burroughs machines and 
features, providing both large and small business 
with maximum savings in time and money. 


Because there are so many different types and 
styles of Burroughs payroll machines—so many 
advanced features— Burroughs can always furnish 


the exact machines and methods best suited for 


your particular needs. This wide choice makes 
possible the integration of allaspects of the 
labor accounting job—payroll, cost distribution, 
earnings calculation and acerual, etc.—so that 
fewer machines and fewer hours are required. 
It is easy to understand, then, agri the great 
majority of employers choos 

‘selecting payroll equipment ie 


-_ As conditions changé—as. new greblers arise 
| ~ in labor accounting— Bur 
~ to fulfill the obligations of 


first with new developments and machines. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT 32 


Burroughs 


IN COUNSEL 
IN SERVICE 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES ¢ NATIONWIDE MAINTENANCE SERVICE ¢ BUSINESS MACHINE SUPPLIES 








560 


vice-president and member of the Board of Di- 
rectors of the New Orleans Toastmasters’ Club, 
a member of the Board of Directors of the 
New Orleans Retailers’ Credit Bureau, a mem- 
ber of the Board of Trustees cf the Eye, Ear, 
Nose and Throat Hospital of New Orleans, 
and chairman of the Cooperative Club of New 
Orleans. 

Prior to entering the employ.of the Maison 
Blanche Company in 1927, he spent twelve 
years in the public accounting business, the 
first two years with Peat, Marwick, Mitchell 
& Company and the next ten years with Ernst 
& Ernst. His original connection with Maison 
Blanche Company was as controller. Subse- 
quently, in 1931, he was elected secretary of 
the Company and then made a member of the 
Board of Directors. In 1933, he was elected 
secretary and treasurer. Mr. Moise is also as- 
sistant secretary and assistant treasurer and a 
member of the Board of Directors of the Mai- 
son Blanche Realty Company, as well as treas- 
urer and member of the Board of Directors of 
W.S.M.B.C., Inc. 
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Southern Freight Rates Not Unfair, 
Birmingham Control Is Told 


Despite the popular impression that south- 
ern freight rates are too high, an impression 
that has led to a demand for new laws, they 
are, in effect, a blessing in disguise if the 
south properly takes advantage of the present 
rates. 

That was the opinion expressed by Mr. A. J. 
Ribe, well-known southern traffic consultant, at 
the October 11 meeting of the Birmingham 
Control of The Controllers Institute of Amer- 
ica. Mr. Ribe was chief rate adviser, during 
1937-1939, for the Southern Governors’ Rate 
Conference. 

After making a comparison with the freight 
rates in the northern area, Mr. Ribe said that 
in his opinion, the existing freight rates tended 
to encourage manufacturing in the south. The 
false impressions concerning the southern 
freight rate situation, the speaker indicated, 


Feng SORESN! 





WANTED BY THE ARMED FORCES... 
a convertible calculator, with full 
automatic features. Should elec- 
tricity fail or not be available the 
FRIDEN convertible mechanism 
permits hand crank operation, with- 
out loss of the full automatic oper- 
ating features. Truly a “Combat” 
calculator... ready for action in a 
foxhole, tank, command car, or in 
a headquarters office. Fridén also 
provides BUSINESS with accurate 
figures, combating the shortage 
of competent help. Telephone or 
write your local Fridén Representa- 
tive for complete information and 
availability of these calculators. 


FULLY AUTOMATIC CALCULATOR 


in Combat 





Fridén Mechanical and I I Service is avail- 
able in approximately 250 Company C lled Sales 
Agencies throughout the United States and Canada, 














HOME OFFICE AND PLANT + SAN LEANDRO, CALIFORNIA, U.S.A.*«SALES AND SERVICE THROUGHOUT THE WORLD 





spring from two sources. One is the misin- 
formation which has been bandied about for 
some years by theorists inexperienced in pro- 
duction, manufacturing, marketing, or rate 
making. The other is the failure of the rail- 
roads to inform the public. 

The charge of unfairness to the South comes 
from the belief that, on a given commodity be- 
tween a northern point and a southern point, 
the northbound rate is higher. This simply is 
not true, he stated. 

Actually, the rates are the same in both di- 
rections, or, where there is a difference, the 
northbound rate is lower. These exceptions 
are numerous. They apply to most of the 
moving northbound traffic, Mr. Ribe explained. 

Generally speaking, the examples of discrim- 
ination which critics of our rate structure cite 
are comparisons of “‘live’” rates and “kangaroo” 
rates—sometimes called “paper” rates; in other 
words, rates on which commodities actually 
move compared with rates on which nothing 
moves except sporadic shipments, but which 
the carriers publish to take care of anything 
that might be offered for shipment. 

It must be understood, he continued, that 
the railroads are required to publish, file and 
post for public inspection, rates on every sort 
of article which might be offered for move- 
ment between any two of nearly 100,000 points 
—altogether about 200 trillion individual rates. 

Consequently, in the maze of railroad freight 
tariffs there is a published rate on kangaroos 
from Kankakee to Kalamazoo or Kokomo, or 
anywhere else. Also, in these same schedules 
there are rates on pig iron from Miami, ba- 
nanas from Detroit, tobacco from Reno, grape- 
fruit from Minneapolis, pineapples from St. 
Louis, and cotton from Spokane, to any place 
in the United States. 

That there should be differences between the 
rates on which commerce actually moves and 
rates of the “kangaroo” variety is, therefore, 
inevitable and ordinarily innocuous, Mr. Ribe 
concluded. 


Harry R. Lange Is Named 
Quad-Cities Director 


Mr. Harry R. Lange, controller, Ordnance 
Steel Foundry Company, of Bettendorf, Iowa, 
was named a director of the Quad-Cities Con- 
trol of The Institute at a recent meeting of the 
Board of Directors. Mr. Lange was chosen to 
fill the unexpired term of Lieutenant Thomas 
D. Mumford, formerly comptroller of Ameti- 
can Machine and Metals, Inc., of East Moline, 
Illinois. Mr. Mumford is now a Second Lieu- 
tenant in the United States Marine Corps Re- 
serve and is stationed at Quantico, Virginia. 


Boston Members Study Terminations 


Members of the Boston Control of The In- 
stitute joined with the Massachusetts Society 
of Certified Public Accountants on November 
17; at 4 special conference on war contract 
termination accounting problems, which was 
held in New England Mutual Hall in Boston. 
Current and pending developments in the field 
of contract termination were analyzed at the 
session. 


NOMA Names Research Head 


The National Office Management Association 
has named Mr. Hugh Hamilton as research 
representative to coordinate the activities of its 
70 chapters, which are located in the prin- 
cipal cities of the United States and Canada. 
Mr. Hamilton will make his headquarters at 
the national office of the organization in Phil- 
adelphia. 
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Whether you’re making tacks or tanks, 
simplified, systematized factory paper-work 
can accomplish near-miracles in controlling, 
speeding up and systematizing the major 
manufacturing functions in any plant. 

Tofindout foryourselfwhat Mimeograph*- 
engineered paper-work can doin your plant, 
write today for our new, easy-to-read book- 
let, “‘Production-Control Paper-Work.” 
Look it over, route it around to members 
of your operating group. 

Then let one of our representatives lay 
out a production-control paper-work plan 
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See what Mimeograph can do 
for Your Production Controls 


for your operation. Compare it with your 
present system, and see where it will cut 
costs, save time, eliminate chances for 
errors. Our men are not engineers but they 
do understand factory duplicating prob- 
lems. And they can assist you. 


P.S.—Will you have a contract termina- 
tion problem soon? Another new booklet, 
“The ABC of Contract Termination,” 
gives a complete and practical method of 
handling the paper-work involved, illus- 
trates sample forms. There’s a free copy of 
this one for you too. 


A. B. Dick Company, Chicago 









A. B. DICK COMPANY, Dept. Q-1244, 720 W. Jackson Blvd., Chicago 6 







Send me a free copy of the booklet, ““Production-Control Paper-Work” 
Send me a free copy of the booklet, ‘““The ABC of Contract Termination” [) 


I / 
Mimeograph "OS 
duplicator 


*Mimeograph is the trade-mark of A. B. Dick Company, Chicago, COPYRIGHT 1944, A. B. DICK COMPANY 
registered in the U. S. Patent Office. 
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MEETINGS OF CONTROLS 



















TWIN CITIES 
Topic: LABOR RELATIONS 


The management viewpoint on the sub- 
ject, “Future of Labor Relations,” was set 
forth by Mr. John McGovern, Industrial Re- 
lations Director of the Minnesota Valley 
Canning Company, LeSeur, Minnesota, who 
addressed the Twin Cities Control at its reg- 
ular monthly meeting, November 8, at the 
Minneapolis Athletic Club. 


TOLEDO 
Topic: INTERNAL REVENUE 
Mr. Gilbert Hooks, Chief of the Field Di- 
vision of the Bureau of Internal Revenue, 
was the speaker at the November 16th meet- 
ing of the Toledo Control at which members 
of the local chapter of the National Associa- 
tion of Cost Accountants, and the Toledo Bar 
Association, joined the Control’s members to 
hear Mr. Hooks’ presentation. 
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The law requires that the new Form W-2 (With- 
holding Tax Receipt), with provision for indi- 
vidual income tax, be filled out for every person 
in your empioy. Cut the time and work involved 
by one half, with Watts’ Snap-Apart Forms! 


YOUR NAME AND 

















Employee’s name, 


for distribution. 







for this style. 













The law also requires that the employee be 
given two copies and that one copy be sent to 
the Internal Revenue Service. To provide an 
extra copy for your own records, Watts’ Snap- 
Apart Forms come in four-part sets. 


ADDRESS IMPRINTED ON ALL 4 COPIES! 


Important time saver! Assures neatness! Eliminates errors! 


PATENTED STUB HOLDS EACH SET TOGETHER! 


address, social security number can be filled in 


now! Snap-Apart Forms will not separate in typewriter and can be 
reinserted, intact, when final figures are ready. 


CARBON PAPER ALREADY INTERLEAVED! 


No bother, no mess, no time wasted preparing, inserting or remov- 
ing carbon. Carbons adhere to stub when copies are snapped apart 


AVAILABLE IN 5-SET CONTINUOUS STRIPS! 

Watts’ Snap-Apart Forms are also available in continuous strips 
of five sets—perforated between sets for easy separation. Saves 
time in inserting forms in typewriter. Add 10% to prices below 


ok NEW YORK STATE EMPLOYERS—These forms are 
also available in five-part sets with the N. Y. State 
Income Tax Form #105. For these, add 20% to 
prices at left. 


ALFRED ALLEN 


WATTS 


COMPANY, INC. 
216 WILLIAM ST., NEW YORK 7, N. Y. 


Mfrs. Snap-Apart and Continuous Carbon 
Interleaved Business Forms. Est. 1897 








SYRACUSE 
Topic: CONTROLLERSHIP 
Mr. Anthony Henninger, president of the 
New Process Gear Corporation, addressed 
the members of the Syracuse Control at their 
‘Executives’ Night” meeting, held in the 
Hotel Syracuse, on November 21. For his 
subject, Mr. Henninger chose ‘The Control- 
ler’s Place in a Business Organization, and 
His Relationship with Other Executives,” 
The meeting was well attended by the exec- 
utives of members’ co panies. 


SPRINGFIELD 
Topic: RE-EMPLOYMENT OF VETER- 
ANS 


The postwar problem of employing the 
returning veteran was thoroughly discussed 
at a round-table forum, to which the mem- 
bers of the Springfield Control devoted their 
November 21 meeting, held in the Sheraton 
Hotel. 


SEATTLE 
CURRENT PROBLEMS DISCUSSED 


The Seattle Control had two _interestin 
speakers at its October 26 meeting, which too! 
place in the Washington Athletic Club: Mr. 
H. E. Smith, auditor of the West Coast Lum- 
ber Association, who addressed the group on 
the topic “Changes in the Withholding Tax 
Regulations”; and Mr. Roderic Olzendam, di- 
rector of public relations for the Weyerhaeuser 
Timber Company who had for his subject, 
“Post Victory Employment.” Events at the re- 
cent Annual Meeting of The Institute in Chi- 
cago were also discussed. 


SAN FRANCISCO 
Topic: POSTWAR CALIFORNIA 


Postwar adjustments and employment 
problems in California were the subject of 
an outstanding address presented by Colonel 
Alexander R. Heron, director of the State 
Reconstruction and Re-employment Commis- 
sion of California before the November 14 
meeting of the San Francisco Control of The 
Institute. 

Colonel Heron was formerly State Director 
of Finance under Governor Young, and for 
many years vice-president and industrial te- 
lations manager of Crown-Zellerbach Cor- 
poration, from which position he took a 
leave of absence to serve as director of the 
State Reconstruction and Re-employment 
Commission. 


ST. LOUIS 
Topic: CONTRACT TERMINATIONS 


The members of the St. Louis Control, 
at their regular dinner meeting held October 
24, in the Statler Hotel, heard four members 
of the St. Louis Ordnance District speak on 
various phases of “Contract Terminations’; 
Captain L. H. Niebling, Chief, Negotiation 
Section, on “Common Accounting Errors in 
Termination Claims’; Mr. F. C. Flyna, 
Chief, Legal Section, on “Legal Aspects and 
Negotiations’; Major R. F. Hassler, Chief, 
Termination Branch, on “Pretermination 
Planning”; and Colonel R. W. Coward, 
Assistant District Chief, on “Economics 
Aspects—Terminations.” A question and 
answer period followed the addresses. 
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out blow is delivered to 
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Forces by buying 
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QUAD-CITIES 

Topic: ACCOUNTING RESPONSIBIL- 

ITIES 

Quad-Cities Control members met, on No- 
vember 9, at the LaFayette Hotel in Clinton, 
Iowa, where the local members had planned 
an interesting program. “Basic Accounting 
Responsibilities of the Controller’ was the 
subject of the discussion, which was led by 
Messrs. C. W. Otto of the Clinton Company 
and E. B. Oyaas of the Curtis Companies, 
Clinton. 


PITTSBURGH 
Topic: PROFIT PLANNING 


“Analyzing the Profit Structure of a Cor- 
poration to Aid Management in Profit Plan- 
ning” was the subject of the November 20th 
meeting of the Pittsburgh Control in the Fort 
Pitt Hotel. The speaker was Mr. C. S. Carney, 
Industrial Engineer of Stevenson, Jordan, & 
Harrison, Inc., who augmented his talk with 
practical blackboard demonstrations. 


PHILADELPHIA 
Topic: LABOR—MANAGEMENT 
“What Labor Expects of Management” 
was the subject of the address by Mr. James 
B. Carey, secretary and treasurer of the Con- 
gress of Industrial Organizations, who was 
guest speaker before the Philadelphia Con- 
trol at its meeting held November 2, at the 
Warwick Hotel. A discussion period fol- 
lowed Mr. Carey’s address, Mr. Howard L. 
Gibson, of Gibson Institute, acting as chair- 
man. 


NEW YORK CITY 
Topic: POSTWAR LABOR PROBLEMS 


The New York City Control had two 
prominent speakers at its meeting on No- 
vember 9, in the Belmont Plaza Hotel: Mr. 
Cyrus S. Ching, director of industrial and 
public relations of the United States Rubber 
Company, who presented industry’s view- 
point regarding postwar labor problems; 
and Mr. Robert J. Watt, international repre- 
sentative of the American Federation of 


Labor, who spoke from the angle of labor 
on the same subject. 


MILWAUKEE 
Topic: TAX PROBLEMS 
“1944 Income Tax Problems” was the title 
of the paper presented before the November 
14 dinner meeting of the Milwaukee Con- 
trol, by Mr. Frederic Sammond of the law 
firm of Miller, Mack & Fairchild. The 
speaker devoted some time, as well, to the 
subject of present and future prospects of 
pension and profit sharing plans. The meet- 
ing was held in the University Club. 


LOS ANGELES 
Topic: POSTWAR LABOR PROBLEMS 


Mr. Robert S. Donaldson, industrial rela- 
tions analyst at Lockheed Aircraft Corpora- 
tion, and chairman of the Los Angeles 
Chamber of Commerce, presented a paper 
entitled ‘How Can Southern California 
Hold Skilled Labor after V-Day?”, at the 
November 16 meeting of the Los Angeles 
Control, in the Hotel Clark. 


KANSAS CITY 
Topic: INCOME TAXES 
The members of the Kansas City Control 
of The institute heard Mr. Henry W. 
Welsch, C.P.A., who addressed them on the 
subject “Individual Income Tax Act of 
1944,” at the regular monthly meeting of the 
Control, which took place November 13, in 
the University Club. 


INDIANAPOLIS 
Topic: INSURANCE 
Insurance trends and insurance auditing 
were the subjects for discussion at the No- 
vember 22nd meeting of the Indianapolis Con- 
trol of the Institute, held in the Lincoln Hotel, 
at which Mr. John J. Haramy was the speaker. 
Mr. Haramy, a graduate of the Indiana Law 
School and a former professor of Govern- 
ment at Indiana Central College, is at present 
counsel for the Insurance Auditing and In- 

spection Company. 
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The Control has also announced that a spe. 
cial meeting on “Taxes” will be held on De. 
cember 13th, 


HOUSTON 
Topic: WITHHOLDING TAX 


The members of the Houston Control, at 
their meeting on November 28, heard Mr, 
W. M. Merritt, chief accountant, Todd 
Houston Shipbuilding Corporation, who ad- 
dressed them on “Withholding Tax and In- 
cidental Payroll Procedures.” 


DISTRICT OF COLUMBIA 
Topic: OFFICE MANAGEMENT 


A joint meeting of the District of Colum. 
bia and Baltimore Controls took place on 
November 28, at the Carlton Hotel in Wash- 
ington, D. C. The speaker of the evening, 
Mr. Henry E. Miles, vice president of the 
Baltimore Life Insurance Company, ad- 
dressed those present on the subject “Some 
Phases of Office Management.” 


DETROIT 
ROUND TABLE DISCUSSION 


A round table discussion on “Pension 
Trusts,” and the “Disposal of Postwar Re- 
serves,” was featured at the November 28th 
dinner meeting of the Detroit Control which 
was held in the Hotel Statler. Members were 
invited to air their problems at the meeting 
in connection with the two subjects being 
considered. 


DAYTON 

Topic: POSTWAR PROFITS CONTROL 

Mr. Willard P. Dudley, secretary and 
treasurer of the Ohio Steel Foundry Com- 
pany of Lima, led a round-table discussion 
on “Control of Profits in the Period Im- 
mediately Following the European War” at 
the meeting of the Dayton Control on No- 
vember 9, at the Van Cleve Hotel. 


DALLAS 
Topic: JOB EVALUATION PROGRAMS 


“The Purposes and Needs of Job Evalua- 
tion Programs Within Industry” was the 
subject of an address by Mr. Samuel L. H. 
Burk, chief job analyst of Atlantic Refining 
Company, Philadelphia, before a meeting on 
November 16, jointly sponsored by The Dal- 
las Personnel Association, the Dallas Chap- 
ter of the National Office Management Asso- 
ciation and the Dallas Control of The In- 
stitute. The meeting took place in the Roof 
Garden of the Hotel Adolphus. 


CLEVELAND 
Topic: CONTROLLERSHIP 


At its November 21st meeting in the Cleve- 
land Hotel, the Cleveland Control of the In- 
stitute heard Mr. Marvin Bower, partner of 
McKinsey and Company, Management Con- 
sultants of New York, discuss ‘‘How Con- 
trollers Can Be of Greater Assistance to 
Management.” In addition to being con- 
sultant on top management, organization and 
marketing for a number of leading industrial, 
retailing and utility concerns, Mr. Bower has 
served during the war as consultant on the 
organization ifor various departments of the 
Armed Forces. 


CINCINNATI 
Topic: EXCESS PROFITS TAX 

Mr. B. J. Weber, general auditor and in- 
come tax specialist of The Kroger Grocery 
and Baking Company, as well as a lecturer 
on income taxes at the Salmon P. Chase 
School of Commerce, spoke before the Cin- 
cinnati Control of The institute at its meet- 
ing of November 14, in the Netherland 
Plaza Hotel. Mr. Weber discussed the cap- 
ital gains and capital losses provisions of the 
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excess profits tax, the carry-forward and 
carty-back of net operating losses, and the 
excess profits credit under Section 722. 


BUFFALO 
Topic: PROPERTY ACCOUNTING 
Two speakers were featured at the No- 


yember 14th meeting of the Buffalo Control . 


at which “Property Accounting, Dealing 
with Surpluses in Plant and Materials” was 
the subject for discussion. The speakers were 
Mr. Arthur Batts of the Carborundum Com- 
pany and Mr. James G. Gibson of the Chevro- 
let Motor and Axle Division. 





Buffalo Control Luncheons | 


Members of the Buffalo Control meet 
regularly at monthly luncheon meetings 
in the Buffalo Athletic Club. No spe- 
cial subjects are scheduled but the time 
| is used for a “worry session” at which 
| members can bring up special problems 
for discussion. These monthly lunch- 
eons are in addition to the regular 
monthly dinner meetings of the control. 
Members of The Institute from other 
cities are cordially invited to attend the | 
| luncheon and monthly dinner meet- | 
| ings. | 
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BRIDGEPORT 
Topic: PUBLIC OPINION 
The members of the Bridgeport Control 
heard Mr. Harold D. Read, vice-president of 
Opinion Research Corporation, an _ out- 
growth of the Gallup Poll Organization, 
who presented a paper on “Current Trends 
of Public Opinion as Applied to Business 
Problems,” at the November 1 meeting of 
the Control, in the University Club. Mr. 
Read’s organization specializes in aiding the 
solution of corporate policies and financial 
problems which are concerned with public 
opinion. 


BOSTON 
Topic: JOB EVALUATION 
“Wage and Salary Administration Through 
Job Evaluation” was the subject of an ad- 
dress before the Boston Control by Mr. 
George W. Chane, supervising engineer of 
Ernst & Ernst, Boston. Mr. Chane, an au- 
thority on this subject, spoke at the Novem- 
ber 21 meeting of the Control, held in the 


Engineers Club. 


BIRMINGHAM 

Topic: SECTION 102 ACCUMULA- 

TIONS 

Mr. John E. Norman of Miami, Florida, a 
recognized authority on trust estates and life 
insurance settlement options, presented a 
paper on “Section 102 Accumulations; also, 
How to Meet Commissioner Evaluation of 
Closely Held Corporation Stock,’’ before the 
November 1 meeting of the Birmingham 
Control, held in the Tutwiler Hotel. A por- 
tion of the meeting was devoted to a round- 
table discussion of the subject. 





Mid-west Conference in Detroit 


The Eighth Midwestern Controllers 
| Conference will be held in Detroit, 
Michigan, in mid-Spring, 1945, with the 
Detroit Control of the Controllers In- | 
stitute of America as host. The invita- 
tion of the Detroit Control, to hold 
the 1945 parley in that city, was ac- 
| cepted at a recent meeting of the Board | 
of Directors of The Institute. Definite 
dates and the headquarters hotel will 
be announced shortly. 














This ealeulator 
carries its own pencil 


(and needs 
no eraser!) 





@ Pencils are out, when you entrust your office figuring to 
the Automatic Printing Calculator. You're freed forever 
from the chore...and the chances for error... of pencil 
\ mathematics or copying answers from dials. You’re out from 
under the need .. . and the delay . . . of re-checking each problem 
to prove accuracy. For you’re working with the one calculator that 
PRINTS as it divides and multiplies, adds and subtracts. You’re 
getting a permanent record of each problem in black and white... 
for checking, for recording, for filing with the original documents, 
if you wish. 
Printing is only ove of the valuable features you get when you invest 
in the Printing Calculator. There’s also simplicity . .. a compact 
keyboard with only 10 numeral keys ...a one-hand span of all 
operating keys. There’s ease of operation, too. No specialized train- 
ing is required. Proficiency comes quickly and naturally. 
Best of all, it’s a one-machine investment doing a two-machine job. 
It supplants the ordinary adding machine which can’t 
calculate, and the ordinary calculator which can’t print 
the answers. 
It’s a sweetheart, as thousa:i:'s of users testify... 
cutting red tape on calculating payrolls, esti- 
mates, costs, invoices, formulas, taxes... per- 
centage problems of all kinds. It can cut red 
tape in your business, too. We'll gladly 
show you how. Phone our nearest office. 
Or write us at Buffalo 5, N.Y. 


eminglon Rand 


The only PRINTING calculator with automatic division 
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NEW MEMBERS ELECTED 








At a meeting of the National Board of Di- 
rectors held October 27, 1944, the applicants 
named below were elected to active member- 
ship in The Institute: 


CurTIs BARKES ; 
United Air Lines, Inc., Chicago. 


LIONEL D. BEARD 
Investors Syndicate, Minneapolis, Minnesota. 


MILTON BULKELEY 


National Motor Bearing Company, Inc., 
Redwood City, California. 

CHARLES F. CARR 
Aircooled Motors Corporation, Syracuse, 


New York. 

RuSSELL F. CosBy 
The Reynolds & Reynolds Company, Day- 
ton, Ohio. 

CARROLL A. DOLAN 
Pro-phy-lac-tic Brush Company, Florence, 
Massachusetts. 

RussELL E. DRIVER 
Michigan Bell Telephone Company, De- 
troit. 

WILLIAM J. EDWARDS 
National Fireworks, 
Massachusetts. 

James E. FAWCETT 
Spring Perch Company, Inc., Lackawanna, 
New York. 

GEORGE FREDRICKSON ee 
Beech Aircraft Corporation, Wichita, Kan- 
sas. 

Forrest L. GROSSMAN 
Chicago Bridge & Iron Company, Chicago. 

ALFRED E. HACKBARTH 
Rathborne, Hair and Ridgway Company, 
Chicago. 

Haro_p L. HALE 
Pittsburgh Steamship Company, Cleveland. 

ANDREW F. HEARD ; 

Isolantite, Inc., Belleville, New Jersey. 

CHARLES S. HERBERT 
Enterprise Engine & Foundry Company, San 
Francisco. 

Howarp S. HEVERN 
Grover Cronin, Inc., Waltham, Massachu- 
setts. 

EarL J. HoGigE 
Kawneer Company, Niles, Michigan. 

A. WAYNE IRWIN : 

United States Gypsum Company, Chicago. 

JOHN R. LAKE 
Dairy Sealed, Inc., Ozone Park, New York. 

A. M. LESTER 
California Packing Corporation, San Fran- 
cisco. 

RALPH C. MILLER 
Pennsylvania Railroad, Philadelphia. 

WILLarD D. MorGAN 
The Garrett Corporation, Los Angeles. 

WALTER S. OPPERMANN 
Anahma Realty Corporation, New York. 


Inc., West Hanover, 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 











G. A. PETERS 
The Kaydon Engineering Corporation, Mus- 
kegon, Michigan. 
FrReD W. SCHULZ 
The New Rochelle Water Company, New 
Rochelle, New York. 
CHARLES J. SCHUTZ 
Chain Store Products Corporation, Chicago. 
MARSHALL W. SHERIDAN 
United States Steel Products Company, New 
York City. 
Mito F. SNYDER 
Ampco Metal, Inc., Milwaukee. 
HAROLD M, SwiITZER 
Eureka Vacuum Cleaner Company, Detroit. 
HAROLD P. TAYLOR 
Wisconsin Public Service Corporation, Mil- 
waukee. 
CHARLES R. TUCKERMAN 
Oberdorfer Foundries, Inc., Syracuse, New 
York. 
WILLIAM T. VoIcT 
Philip Carey Manufacturing Company, Lock- 
land, Ohio. 
JOHN L. Woops 
American Phenolic Corporation, Chicago. 





Election of the 33 new 
members named above 
brings the membership 
of The Institute to 


2,494. 











Effect of New Rulings on 
Approved Pension Plans 


The Bureau of Internal Revenue stated on 
November 19 that new rulings issued by its 
pension trust division would not generally 
affect pension plans which it has already ap- 
proved. The bureau statement was made in 
answer to requests from industry. It said 
that such rulings would not be applied retro- 
actively to approved plans so long as these 
latter contained no material misstatements of 
fact. 

However, the Bureau pointed out, in “‘cer- 
tain situations” rulings issued will have fu- 
ture application in plans already approved. In 
such cases, it is suggested that pension plans 
should be modified for future years to con- 
form with the new regulations. 

Although several examples were cited, no 
specific standards were laid down by the Bu- 
reau of Internal Revenue to indicate what 
“situations” it regarded as an exception to 
the provision of non-retroactivity. 








H. CHARLES KWASHA 


Consulting Actuary 
Employee “Pension “Plans 
50 Broad St. 


New York 4, N. Y. 








Hinckley Sees $20 Billions of 
VE-Day Contract Cancellations 


Robert H. Hinckley, director of contract 
settlement, said in his first report to Congress, 
on October 31, that contracts covering items 
valued at $21,000,000,000 had been canceled 
by the Army, Navy and Maritime Commission, 
and that victory in Europe would result in 
terminations exceeding $20,000,000,000, or 
about one-third of the outstanding war pro- 
duction program. 

At the same time, the Army and the Navy 
announced a new joint termination regulation, 
The services have agreed on one set of rules 
and forms designed to simplify and expedite 
the procedure of contract settlement and dis- 
position of property. 

Mr. Hinckley reported that the cancellations 
ordered by the three principal wartime procure. 
ment agencies involved 37,000 prime contracts, 
The cancellations occurred while production 
generally was being brought to a peak and 
maintained and, therefore, represented a trans- 
fer of manpower and facilities from one type 
of war production to another. 

The value of termination for all agencies, 
the report said, is only 7 per cent. of the over- 
all war program commitments of $325,000,- 
000,000, of which $240,000,000,000 already 
have been produced. 

Mr. Hinckley said that, according to the best 
available estimates, most of the terminations 
resulting from victory in Europe would come 
within three months of V-E day. Production 
of civilian goods will be speeded by prompt 
settlement of terminated contracts, he indicated. 

“Experience with contract settlement,” Mr. 
Hinckley said, “shows that the challenge of 
mass terminations can be met. The War and 
Navy Departments and the Maritime Commis- 
sion have already settled 28,000 terminations. 
These involved items valued at $9,000,000,000 
and were settled by payment of $340,000,000. 
Recently the average time required for settle- 
ment has been reduced considerably. 

“It is clear, therefore, that conversion from 
war to peacetime production need not be de- 
layed by contract settlement, particularly when 
adequate financing and prompt plant clear- 
ance is provided pending settlement of claims.” 

The purpose and scope of the new joint 
termination regulation were outlined in a state- 
ment issued by Secretary of the Navy Forrestal 
and Robert P. Patterson, Under-Secretary of 
War, which said: 

“The joint termination regulation now is- 
sued by the War and Navy Departments seeks 
to provide uniform and workable tools for 
carrying out the threefold purpose of the Con- 
tract Settlement Act of 1944: To settle termina- 
tion claims fairly and quickly; to clear termina- 
tion inventory from war plants promptly, and 
to prevent adequate interim financing. 

“Negotiation is the mainspring of settle- 
ment. This must be kept in mind constantly 
in applying the detailed provisions of the reg- 
ulation.” 

Much of the procedure in the new regulation 
is identical with practices that have been in 
force for some time, but considerable addi- 
tional authority has been delegated both to 
contractors and to field representatives of con- 
tracting agencies. Contractors can now make 
final settlement with their subcontractors of 
net claims under $1,000 where the claimant 
keeps or disposes of all termination inventory. 
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So far as year-end bonuses for 1944 are 
concerned, the Treasury Department and the 
War Labor Board are pulling in two different 
directions, according to O. C. Cool, director of 
the Labor Relations Institute, New York, 
whose organization recently completed a de- 
tailed analysis of bonus regulations as amended 
for this year. 

“The WLB is this year permitting employers 
to pay bonuses up to $25 without approval. 
But the Treasury has veered the other way and 
has ruled that no new bonuses may be paid 
to Treasury-controlled workers without ap- 
proval,” Mr. Cool pointed out. 

The Treasury Department has jurisdiction 
over all employees who earn more than $5000. 
a year as well as executives, administrators and 
professionals, regardless of income. 

“In 1943,” Mr. Cool recalled, ‘‘the Treasury 
permitted so-called ‘Little Steel’ bonuses to 
employees who had never before received year- 
end bonus payments. Under that rule, man- 
agement was allowed to use a sliding scale 
arrangement of 15-10-5 per ceni. of the base 
salary for the year, 1941, for new bonuses. If 
you gave such a bonus last year, you cannot 
tepeat it in 1944 without approval. Under 
Treasury regulations, payment of such a bonus 
in 1943 does not constitute ‘past practice.’ ” 

Four methods of paying year-end bonuses to 
Treasury-controlled employees, under the cur- 
rent rules, as outlined by Mr. Cool are: 


METHOD 1. If an employee's base salary has 
not been increased since October 3, 1942 (for 
those receiving over $5000 a year) or October 
27 (for those under $5000), you can pay a 
bonus other than a fixed percentage bonus, 
without approval, but which does not exceed 
the higher of: 

(a) the dollar amount you gave during the 
accounting year PRIOR to October 3, 1942: 

Example: For the year ending 1941, an ac- 
countant received a salary of $4000 plus a flat 
sum bonus of $600. He received no subsequent 
raises. He may only receive the same $600 this 

ear. 
, (b) or, the same dollar amount you gave 
during the first accounting year after October 
2, 1942—provided that the bonus does not ex- 
ceed 15 per cent. of the present base salary. 

Example: In 1942, a vice-president received 
a salary of $5000 plus a bonus of 5 per cent. 
of profits up to $50,000 under a sliding-scale 
percentage plan. The plan calls for a bonus of 
7 per cent. for everything over $50,000 and 
10 per cent. of everything over $100,000. In 
1943, he received a bonus of $2,500 on $50,- 
000 profit. But this year the profits will be 
more than $50,000. He cannot, without ap- 
proval, be paid more than he got for 1943—be- 
cause $2,500 is 50 per cent. of his present base 
salary of $5000. 

METHOD 2. If an employee has received a 
taise since October 3, 1942, you may pay him 
—without approval, the same bonus he re- 
ceived for your first accounting year after Octo- 
ber 3, 1942—provided that the bonus does not 
exceed 20 per cent. of his present salary. 

Example: An executive last year was given 
a salary of $5000 plus a $2000 bonus. This 
year, he received a raise which brought his an- 
nual salary up to $6000. He cannot be paid 
the same bonus again this year, because it 
would be more than 20 per cent. of his present 
salary. 

METHOD 3. If you paid your employee a 
bonus based upon a fixed percentage of his 
base salary prior to October 3, 1942, you may 
do so again this year—provided you have not 
made any change in the rate and method of 
computation. This is true even where there 
has been an increase in base pay. 

MetHop 4. If you paid your employee a 





Treasury and WLB Rules Vary 
on 1944 Year-end Bonuses 


bonus based upon a fixed percentage of profits, 
sales or operating economies, prior to October 
3, 1942, you may continue such payment this 
year—provided there has been no change in 
the rate and method of computation. As in 
the case of Method 3, this holds true even 
where there has been an increase in base pay 
since last year. 


“The above four methods,” Mr. Cool 
stressed, “apply only to companies which have 
had a past practice of paying bonuses.” 

The new bonus sanctioned by the War 
Labor Board, it was pointed out, is in striking 
exception to last year’s policy of permitting 
no bonuses where none were paid the year 
before, and no increase in bonus pay over the 
previous year’s amount. 

“Now,” Mr. Cool explained, “the WLB 
permits bonuses up to $25 without approval. 
This rule, of course, is confined only to those 
employees earning less than $5000 a year and 
who are not professionals, executives or ad- 
ministrators. In other words, if you gave no 
bonus last year, or gave a bonus of less than 
$25, you may now give up to that amount 
without WLB approval. But the $25 is a ceil- 
ing—not an amount to be added on to last 
years bonus. Moreover, the rule is not a 
license to cut bonuses down to that amount. 
No bonus may be reduced without specific ap- 
proval from the WLB.” 

“The War Labor Board still permits the 
payment of the same fixed-sum bonuses to em- 
ployees as last year, providing they receive the 
same dollar amount, without approval. This is 
true even if they have received an increase in 
pay. But any changes in the dollar amount, or 
in the method of computation, require WLB 
approval.” 


Dissent on OPA Price Policies 


Declaring there is “ground for profound 
concern in some recent actions of the Office of 
Price Administration,’ the Economists Com- 
mittee on Reconversion problems declared re- 
cently that such price policies during the re- 
conversion period offer a grave threat not only 
to “orderly return to peacetime production, 
but also to the battle against inflation.” 

“The way to stimulate production of needed 
civilian goods,” the committee statement said, 
“is to remove all controls that hamper such 
output, and particularly to adjust price ceilings 
that prevent a manufacturer from making a 
profit.” 

Two cases are cited as instances in point, 
A-2 to MPR 188, covering baby carriages, 
kitchen materials and a variety of other items 
and amendment 1 to MPR 64, governing 
domestic cooking and heating equipment. Both 
orders, it was contended, bar manufacturers 
from making any profit. 

“These price orders,” the committee said, 
“fail to conform to reconversion pricing 
policies publicly advocated by Administrator 
Chester Bowles. They threaten to curtail em- 
ployment in the post-war period.” 


Institutional Cost Accounting 


“Institutional Cost Accounting,” the title of 
a new book by Walter O. Harris, which has 
been published by the Public Administration 
Service, describes an actual installation at 
Eloise Hospital in Wayne County, Michigan, 
and gives a classification plan for the cost ac- 
counts of the institution and a general outline 
of the cost records and procedures. Also in- 
cluded, are detailed presentations of such mat- 
ters as payroll, equipment depreciation, com- 
modities purchase and storage, as well as sev- 
eral accounting and statement forms. 
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AVOID PAYROLL HEADACHES! 


1945 
WITHHOLDING 
TAX-AND-TIME 
SAVER 
For Weekly Payrolls 


Our composite chart 5(0c 


shows minimum 

amount for every weekly wage— 
by half-dotlar breakdowns up to 
$60.00—and by dollar break- 
downs up to $200.00. Attrac- 
tively designed, easily handled 
9 x 12 card; needed by every 
bookkeeper, payroll clerk and 
personnel office. Our work has 
eliminated your figuring. 


Avoids employee complaints and 
expensive time-killing calcula- 
three 
“‘tricky’’ new percentages). Our 


tions (new Law uses 
chart selects for every dollar 
wage the withholding under the 
exact method or the official 
table wherever either favors the 
employee. He has the right to 
expect the lowest withholding 
and highest “take-home” pay 
and avoid over-payments and 
tax refunds. Work is simplified 
and advantages of both methods 
are retained. 


50c. Quantity 
prices on application. Particu- 


Single copies 


larly effective for good will dis- 
tribution by accountants, asso- 
ciations and banks. 


TAX PUBLICATIONS 
COMPANY 
53 State Street, Boston 9, Mass. 


Publishers of Pocket-size Tax Digests 


(for informational service to employees, 
customers and prospects— 
samples free) 
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Ditto Business Systems designers 
are men whose long experience 
with diverse business problems 
gives them the “know how” to 
create and apply special systems 
to fit special requirements. You'll 
save time, effort and dollars by 
consulting with your nearby Ditto 
specialist regarding— 


PRODUCTION ® save up 10 36 Call your Ditto 


hours getting orders into your shop! 


PURCHASING - Get raw mo- Business systems 


terials into your plant 10 days faster! S e li t fi 
PAYROLL Ail records from pecialist for 


one single writing! e i 
ORDER-BILLING - Eliminate Consultation ! 


90 per cent of all typing! 





DITTO, Inc., 2344 W. Harrison St., Chicago 12, Ill. 


Manufacturers of Business Machines and Supplies 
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IAS offers to qualified 


accountants a coaching 








course which produces 
effective results. The 
enrollment fee is $42. 
For deseriptive book- 
let address a letter to: 











occely, ne. 
A CORRESPONDENCE SCHOOL SINCE 1903 


3411 SOUTH MICHIGAN AVENUE, CHICAGO 16. ILLINOIS 








Improved management-employee rela- 
tions are a natural consequence of a cor- 
rectly designed employee pension plan. 
These are the basic benefits your firm 
could obtain from such a plan soundly 
financed through investment in insur- 
ance company annuity contracts or in 
securities: 


1. Reduces labor turnover. By its nature, 





a pension plan rewards long, faithful 
service. 

2. Attracts and holds high type em- 
ployees. The employee is afforded benefits 








supplemental to Social Security payments 





YOUR PERSONNEL PROBLEMS 


yeopyuiddle Cinplloyte Cenon Chea 





WILL BE SIMPLIFIED BY AN 


which are based only on earnings up 
to $3000. 


3. Eases Wage Problems. A pension plan 





provides positive financial value to the 
employee, yet is in line with govern- 
mental anti-inflation trends. 


Our 92-page summary entitled "Pension, 
Bonus and Pro fit-Sharin g Plans,” cover- 
ing the fundamentals of formulating and 
c ‘ cq 

fimancin gem ployee benefit plans, is now 
available. There is no obli gation entailed 
in writing for this study or in discussing 

Cc c 
your case with us. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Pension Trust Division 


11 BROAD STREET Telephone HAnover 2-9800 NEW YORK 15 








AIRCRAFT PRODUCTION 
Visual Control Board Speeds 
Wright War Contract Conversion 


contracts has be 

speeded at the 

Wright Aerona 

ingenious proc 

stitutes a visual board for 

the former system of reviewing 

mass of paper work to determi 

the status of a termination. 
Problems involved will hav 

be faced increasingly by industry 

within the next few months and 

many contracts, miscalled t i 

nated, are simply replaced 

other contract to fit the 

military needs for diff 

of equipment. 

> Time-Saver—Offici 

are planning to complete termina- 

tions in a fraction of the usual 

time through the use of control 

boards. Wright at Cincinnati is 

meeting a predetermined schedule 

which has been planned to com- 

plete a $128,000,000 termination 


within 105 days. As an.example of 


the time-saving involved, one 
large company reported recently 
with satisfaction its termination of 
$217,000,000 in contracts in two 
years. 

A recent termination at Wright 
involving almost $50,000,000 has 
been scheduled for completion 
within’ 90 days. At the end of 40 
days, the Cincinnati plant is up to 
schedule on this termination. 
> Visual Control Boards—Wright’s 
system, which it is offering to place 
at the disposal of other manufac- 
turers, lies in the use of visual 
control boards of the type widely 
used in scheduling production. The 
termination routine itself is un- 
changed but the feature that 
speeds the job is the method of 
scheduling the various steps in- 
volved in a termination and in 
keeping a check of the progress 
made. 

Ordinarily this is done by means 
of forms and ledgers, the ledgers 
being revised from time to time. 
One weakness of the procedure, 
too, was that it failed to furnish 


Changes in the s@atu 
with half a.d 


applied. A trial board 

btained to study its adapta- 

bility. After a few experiments, 

the visual board compared with 

the form and ledger method was 
simplicity itself. 

When a contract termination no- 
tice is received, a schedule is es- 
tablished for that termination after 
conference with the heads of the 
affected departments. This sched- 
ule indicates the date when each 
of the seven major steps of the 


aso f 
f A 
da 


termination procedure should be 
completed. Each of these opera- 
tions is represented on the controi 
boards by a different colored ver- 
tical line. 

> Progress Plotted—Each horizon- 
tal line on the board represents a 
canceled purchase order resulting 


The progress 
order through 

- 
: ng a peg, of the same color 
ng vertical line, 
e actual date when the oper- 
ation was accomplished. The white 
horizontal progress line is then ex- 


tepde eet the colored vertical 


senting pat step in the 
e. 


The outstanding vertical line on 
the board is the current date iine 
whjch ss move 


idn to be taken. As the 
fat line meets the various 
schedule lines, it is perceptible at 
a glance, by comparison with the 
horizontal progress lines, exactly 
which vendor cancellations may be 
running behind schedule. Through 
this system effort is directed t- 
ward keeping the progress lines up 
to or ahead of the moving dae 
line at all times. 


The control boards developed by 
Wright make it possible to see «et 
a glance the precise status of the 
termination in the case of all ven- 
dors involved, waste is eliminated, 
every step is made to count. 


Curtiss-Wright Termination Board: Bruce Sears, left, manager of con- 
tract termination at the Cincinnati plant of Wright Aeronautical Corp., 
explains the visual control board process to Paul Kent, of the factory 


records section. 
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